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J. Edgar Hoover Tells How Communists Operate 
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“Nine-gas-tank test” for carburetor performance— developed by 


They use nine gas tanks for 


And each of those red tanks is a miser 
— measuring gasoline by the drop in 
a test which shows our engineers how 
to design the best, most efficient car- 
buretors for Plymouth, Dodge, DeSoto 
and Chrysler cars. 

These great cars are engineered to 
give you the most in performance from 
every drop of fuel. But performance 
— and gas mileage — depend a lot upon 
individual driving habits. So our engi- 
neers devised the “nine-tank test” to 
measure exactly how people drive. 

They install these tanks in a car and 
disconnect the regular tank. Then slow 
and fast drivers — those who stop and 
start frequently as well as those who 
drive steadily — drive the test car 


PRACTICAL SE 


Airtemp Cooling, Heating, Refrigeration 


Chrysler Marine & Industrial Engines 


under all traffic and road conditions. 

Each tank feeds gas to the carbure- 
tor in a certain speed range — 0 to 10 
miles an hour — 10 to 20 miles an hour 
— and so on up. Meanwhile, recording 
instruments show the time and distance 
traveled at each speed, and the exact 
amount of gasoline used, 

Armed with such figures as these, 
our engineers constantly seek to de- 
velop carburetor designs which make 
the most efficient use of fuel, and 
which deliver the best performance at 
the speeds people drive most. 

This is another important example 
of the way we use practical, creative 
imagination at Chrysler Corporation 
— to make every mile of driving more 
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Dodge Job-Rated Trucks 


Oilite Powdered Metal Products 


practical imagination at Chrysler Corporation 


this trip! 


enjoyable for owners of the great new 
Plymouth, Dodge, De Soto and 
Chrysler cars, 


No matter where you drive the great new Plymouth, 
Dodge, DeSoto and Chrysler cars, you enjoy top 
performance. They run so smoothly and quietly 
because they're built for all-around driving! 
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Gulliver was a BIG help 


If you remember “Gulliver’s Travels”, you'll recall 
that the Lilliputians were worried and suspicious 
about him at first. He was too BIG. 


But when he saved them from invasion by stealing 
the enemy’s fleet and towing it to Lilliput, they 
realized that bigness doesn't mean badness, after all. 


America is BIG, Too 


America is a big country. American industry is big. 
Many individual companies are big. Yet there are 
“lilliputians” who attack all three ... on the theory: 
“If it’s big, it must be bad!” 


What’s Bad About Being Big? 


Most of the good things we Americans enjoy have 
come about because of bigness. Because of the bigness 
of our business, the bigness of our agriculture, and 
the bigness of our thinking that has discarded old- 
World ideas and looked for new and better and bigger 
ways of doing things. 


One of the pet ideas of the “lilliputians” is that, if 


a company gets big, it must do so at the expense of 
small business. Nothing could be further from the 
truth! No big business could exist without the help 
of thousands of small businesses from whom it buys 
and to whom it sells. Small business depends on 
big business the same way. 


Business Has a Good War Record 


Big and small business together did a job to be 
proud of in World War II. The combination was 
unbeatable. And since then, big business has con- 
tinued to expand—small business to grow rapidly. 
In fact, the U. S. Department of Commerce calls the 
last few years “The Golden Age for Small Business!” 


They’re Still a Good Team 


— 
In peace or war, big and little business work well 
together. Each relies on the other for its raw materials 

. for outlets for finished products. Each does a 
specialized job the other one is not geared to do. 
With evil forces at work in the world today, we all 
pray for peace. But, come what may, America can 
always count on American Business . . . big or small! 


REPUBLIC STEEL 


Republic Building, Cleveland 1, Ohio 


A GOOD PLACE TO WORK- 
A GOOD PLACE TO STAY 


It's BERGER-Built! The all-new Berger “5000 Series” 
Steel Office Desk is one of many products of Republic's 
Berger Manufacturing Division. This desk was planned 
for efficiency .. . from “eye-comfort top” to space- 
saving modular design. Berger’s other products include 
modern steel! cabinets for the kitchen, steel lockers, 
steel building products, meral lath, sheiving, shop 
equipment and a host of custom-fabricated items. 








Sounding board. Some 22,000 people 
tried to get in; but there was room for 
only 800. . . Jam-packed into the cham- 
ber of the United Nations Security Coun- 
cil, they saw Russia march back into the 
U.N. ...In high good humor, Jacob A 
Malik, presiding because it was Rus- 
sia’s turn to take the chair, opened the 
proceedings Good humor 
quickly succeeded by international vitu- 
peration. 

Taking charge of things, Mr. Malik 
ruled that the representative of Na- 
tionalist China was ineligible to partici- 
pate He was challenged by Warren 
R. Austin, of the U.S.... A vote of 8 to 
3 upset Mr. Malik’s ruling . .. He blandly 
announced the result as 7 to 3 on the 
that China’s vote must be dis- 
regarded Mr. Austin objected ve- 
hemently and Mr. Malik unwillingly 
corrected the figures. 

Then came a long argument over what 
the Council should argue about next... 
Mr. Malik had his own agenda .. . It 
put the question of China’s right to rep- 
resentation first and peaceful settlement 
of the Korean question second Mr. 
Austin insisted that the Council stick to 
the “complaint of aggression upon the 
Republic of Korea.” 

Russia was challenged to produce a 
genuine peace plan... The suffering of 
U.N. troops in Korea must not be cheap- 
ened, Mr. Austin said, by any “deals” 
to brint about peace. 


Was 


ground 


Voice of the people. The U.S. public 


did plenty of complaining about price 


and other controls during World War 
II... But, with prices rising as a result 
of the new part-way mobilization, the 


same people began clamoring that con- 
trols be restored The countrv obvi- 
ously was far ahead of President Truman 


and Congress on that issue. Congress 
hastened to catch up. 
Price, wage and rationing controls 


would be tacked on to the Administra- 
tion’s economic mobilization bill, it was 
plain... But there was disagreement as 





The March of the News 


to the nature of the amendment . . . One 
proposal was that contro!s become man- 
datory when the cost-of-living index 
should reach a predetermined level 

Another was that Mr. Truman simply be 
given power to invoke controls when he 
should think it necessary. .. . The Presi- 


dent, catching up too, said the latter 
would be all right with him. 
Appointment in Formosa. General 


MacArthur paid a call on a 
wanted to meet... 
After a flight from Tokyo to Formosa, 
the General sat down with Generalissimo 
Chiang Kai-shek, leader of the Chinese 
Nationalists. and began the reversal of 
a long-standing U.S. policy The two 
canvassed Chiang’s needs in arms and 
equipment to hold the island against as- 
sault by Chinese Communists . . . In pros- 
pect were shipments of such supplies to 
Formosa, a form of assistance that had 
been banned since January. 


Douglas 
man he long had 


Shores of Korea. Reinforcements fi- 
nally arrived in Korea to bolster the spirits 
and strengthen the sagging lines of weary 
soldiers there Infantry and marines 
went ashore full of fight and ready for 
battle . . . The Marines, including many 
war-wise veterans of Pacific island fight- 
ing, were especially cocky “Okay, 
one of them said to a soldier at 
the dockside, “you can go home now. Us 
men have taken over.” It all provided a 
morale spark that may have been lacking 
before. 

But, for the time being, it was still fire 
and fall back, slow retreat. 


Junior,” 


Greetings. Selective Service machinery 
was prepared for more and bigger calls 

The Army plans to increase its 
strength by 400,000 before the end of 
1950, to give it a round million men... 
Altogether, Army. Navy and Air Force 
are planning a combined strength of 2,- 
311,000 officers and men, 861,000 more 
than the 1,450,000 who were in uniform 
when the fighting began in Korea. 
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DeVilbiss locates factory 


along Pennsylvania’s Famous Turnpike 





A plant in the ‘‘roof garden’’ of Pennsylvania 
with a show window 


on the World’s No. 1 Traffic Artery 


The DeVilbiss Company, with headquarters in Toledo, 
is beginning the construction of a new plant at Somer- 
set, Pa., for some of its manufacturing operations. That 
site was chosen: 


1. Because traffic from all over the nation funnels 
through the Turnpike and the company’s plant will be 
like a giant billboard on a heavy traffic artery visible 


to millions. 


2. Because the company finds fine labor here and fine 
small-town living conditions in the beautiful Pennsyl- 


Vania mountains. 





as 


The Pennsylvania Turnpike, greatest all-weather, non-stop super- 
hightway in the nation, and an economical express route for Pennsylvania 
manufacturers, 1s being extended 100 miles cast and 60 miles west 
to the state’s borders, and “spurs’’ will reach other areas in the state. 


3. Because this Pennsylvania location is in the center 
of the sources of supply for glass, metals and other raw 
materials needed for the atomizers, sprays, vaporizers 
and other products DeVilbiss makes. i 


Howard P. DeVilbiss, the president, said: “The 
nearness to major markets and the excellent transporta- 
tion facilities at our new plant at Somerset are expected 
to improve the company’s competitive position by 
permitting more rapid and economical distribution.” 


If you would like a location along the Pennsylvania 
Turnpike . . . or if you would like to find a suitable plant 
or plant site in some other desirable Pennsylvania 
the Pennsylvania State Department of 


in conf- 


location 
Commerce will be glad to work with you... 
dence ... to give you all the data on sites, labor sup- 
plies, raw materials, markets, transportation, taxes, 


living conditions, etc. 


Commonwealth of 


Pennsylvania 


Department of Commerce, Harrisburg, Pa. 
James H. Duff 


Governor 


Theodore Roosevelt, III 


Secretary of Commerce 


COME TO PENNSYLVANIA DURING 
PENNSYLVANIA WEEK— OCTOBER 16-22 











Whispers 





Key Officials: Harriman and Pace . . . Draft Doctors, 
Scientists? . . . Pressure for Troops to Help Chiang 


President Truman is under growing 
pressure from the military to send 
troops to Formosa to back up U.S. 
commitment to defend that island. 


x* * 


Dean Acheson, Secretary of State, and 
Louis Johnson, Secretary of Defense, 
are tending to become figureheads in 
the Truman Cabinet. The President 1s 
using Averell Harriman, a special as- 
sistant, as his active agent in shaping 
new foreign policy and is using Frank 
Pace, Secretary of the Army, as key 
civilian official in defense. 


xk 


Averell Harriman, representing Mr. 
Truman in new talks with Gen. Doug- 
las MacArthur, Supreme Commander 
in the Far East, is going to try to in- 
duce the General to be somewhat less 
free in his commitments to involve 
U.S. forces in various parts of the 
Orient. The White House is disturbed 
by the prospect of having to fight 
three or four wars in Asia at the same 
time. 


xk 


Mr. Truman is being assured by the 
military that a U.S. offensive in Ko- 
rea can be mounted well before the 
November elections, so that voters 
will not be influenced at that time by 
evidence of U.S. defeat. 


K Ow 


Russia’s Jacob Malik, back in the 
Security Council, is in a position to 
sabotage the first war being fought 
under the flag of the United Nations. 
A Russian general sits on the military 
staff of U. N. and can get all the mili- 
tary information available to the oth- 
ers, relaying that information to the 
North Korean Army. 


xx 


President Truman has a message all 
prepared asking Congress to approve 
a system of universal military train- 
ing for U.S. youths. Under his plan, 
all young men between the ages of 
18 and 21 will be required to give a 
year of service to the country. 


4 


Power to draft doctors and scientists 
is to be sought of Congress in the near 
future. Difficulty in getting doctors 
and trained scientists to work for 
the armed services or for the Govern- 
ment is causing increased concern. 


xk 


Gen. J. Lawton Collins, Army Chief 
of Staff, in picturing a powerful new 
U.S. tank to be produced, was talk- 
ing of a tank scheduled for produc- 
tion a year ago, but held up by de- 
cision of the Joint Chiefs of Staff. 
Until war hit, emphasis in military 
spending was on nonweapon purposes. 


x: ex 


Very high-placed individuals who 
sought, before war broke in Korea, to 
learn why U.S. was not showing more 
interest in producing weapons was 
told by top U.S. military command- 
ers that war was three to five years 
away and weapons produced now 
would be obsolete by then. Russia was 
pictured as making a mistake by 
mass-producing weapons at this time. 


x * * 


W. Stuart Symington, head of the 
now-powerful National Security Re- 





CONTENTS 

I TING isicidcicn esi sci ientenentsccvesns 2 
Tomorrow: A Look Ahead.................. i 
What It Takes to Win in Korea.......... 11 
War With China Next?. Jacbuceiiiaeces> eee 
Russia‘s Game in the U.N................. 16 
Operation Protocol Won by Military.... 18 
Controis: Political ‘Hot Potato’ ccae 
Panic Buying Slows, Sales Stay High.... 22 
Housewives Flinch at Prices................ 24 
COMIN ONN  o55cisis ses wcacactscusscdeasscvazsenanes 25 
People of the Week............................ 27 
Interview with J. Edgar Hoover........ 30 
The Way to Get a War Contract........ 34 
RIE III oii esis ciccsdacencsedeuds messoacese 36 
We've Been Asked: 

Who Can Get Deferments.............. 38 
Trend of Business.....................c0c00008 39 
FOR POO 5 ois ccceadesveceassccseusbcasesice 42 
News-Lines for Businessmen.............. 44 
Business Around the World................ 45 
Plus and Minus: 

Indicators of Business Activity........ 47 
PID osc can ccc ecochansesenecddedcitaeeene 48 
COVER: J. Edgar Hoover, Director of FBI. See 

page 30. (Photograph from Harris & Ewing) 
Jar Spamiaraties of the lacek thequmbic aod canbe pees 
published herein, originated by 1. S. News & World 
eport or obtained from The Associated Press. 











sources Board, is not in favor at this 
time of drastic controls over prices, 
wages and production. Mr. Syminé. 
ton hopes to avoid creating of a big 
new bureaucratic machine to domi- 
nate the country’s business life. 


x kk 


Maurice Tobin, Labor Secretary, will 
shape policy related to any wage and 
salary controls, with the Department 
of Labor to administer them. There 
is some inside questioning whether 
the bias of controls, if they come, 
might not be in favor of wage in- 
creases and against salary increases 
in the middle and upper brackets. 


xk 


The President’s plan, in event control 
powers are given to him by Congéress, 
will be to advise business that a price- 
wage-salary freeze will be avoided if 
living costs are kept relatively stable, 
but that controls will be clamped on 
if there is a broad general uptrend in 
wages and prices. 


xe 


Charles Sawyer, Secretary of Com- 
merce, is strongly opposed to com- 
pulsory controls over allocation of 
scarce materials, favoring a system 
that would permit industry to run its 
own allocations system in co-opetfa- 
tion with Government. 


xk * 


John Snyder, Treasury Secretary, 1s 
impressed by the Treasury staff op- 
position to a revived excess-pro*ts 
tax because of its unfairness to many 
industries and difficulties of adm‘n's- 
tration. Even so, the tax has powerful 
political backing in Congress. 


x *& ® 


William C. Foster, Deputy Admin- 
istrator of the Marshall Plan, will 
succeed Paul Hoffman as Adminis- 
trator when Mr. Hoffman retires. 
Mr. Hoffman has undergone a serious 
operation and expects to retire be- 
fore long. William Batt, wartime 
WPB official, is in line for the job as 
head of Marshall Plan aid in Britain. 
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Today there are two conductor metals used in cable. One of them—aluminum 
—costs a lot less, particularly in the larger sizes used for feeders. 

Don’t let ‘‘habit buying’’ rob you of this saving. See that your specs call F 
for a bid on aluminum. 

Differences in handling techniques are slight. The big difference is in 
your costs. 

For names of manufacturers and copy of ‘‘Questions and Answers About ; 
Aluminum Conductors”, call your nearby Alcoa Sales Office, or write 
ALUMINUM COMPANY OF AMERICA, 1776H Gulf Bldg., Pittsburgh 19, Penna. 


Aluminum Conductors 


-) of ALCOA ca ALUMINUM are made by leading manufacturers 
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We'll try again to put things in focus, to answer questions. The way it 
now looks, with the situation stabilizing a bit, is this: 

War in Korea will begin soon to tilt a little in our favor. U.S. troops 
will not be thrown out of that country, won't have to fight back in. 

Wars, probably, will spread in Asia. World war, though, isn't likely now. 

Korean war, by itself, will be big enough; will involve at least 150,000 
U.S. combat troops, immense quantities of munitions, before it is ended. 











Military, permanently, will take 10 to 15 per cent of total U.S. effort. 
That's double what it has been taking, quadruple what it took back in 1939. 

Armed forces won't again drop below 2 to 2.5 million men. 

Draft, as a result, is here to stay. UMTI, universal military training, 
probably cannot be avoided. Youths, in years to come, are likely to be forced to 
give a year or more of service to the country between ages 18 and 21, 

Atom bombs, plus big bombers, by themselves will not buy security. 








Cost of defense will approach 30 billion dollars annually. Other costs of 
National Government are to be around 25 billion dollars a year. 

A_ budget approaching 55 billions appears here to stay. 

Taxes, as a result, will go higher and stay higher. Tax on your income 
next year will be up 10 to 15 per cent. Tax on corporation income will be more 
than 10 per cent higher. Excess-profits tax is coming, too. 

Tax trend that had been down, now is up. 














Outgo, in spite of tax rises, will continue to exceed income. 

In the year started July 1, deficit probably will be around 3 billion. 

After that, in the next year, it is likely to approach 6 billion. 

A balanced budget, in the light of military costs, is not likely to be 
realized in the years just ahead. Political pressures will be exerted against 
taxes high enough to balance a budget that approaches 55 billion. 

Inflation, as a result, will continue the dominant force. Not a runaway 
inflation, but a trend toward expansion in money Supply and in prices. 











The dollar is to lose somewhat more in value. Prewar dollar of 100 cents, 
in terms of what it would buy in the way of living-cost items, had stabilized 
for a time at around 60 cents as a postwar dollar. It got as low as 57 cents. 

Dollar now is back around 58 cents in prewar value. Cost of living is up 
near to its all-time high and still is rising. 

The 1951 dollar probably will be a 55 or 56-cent dollar. 

Dollar's value, gradually, is to be downward, not upward. That seems to be 
quite clear, now that inflation forces are dominant again. A drastic decline in 
the value of the dollar, however, does not seem probable. A 40-cent dollar, 
being predicted by some official economists, does not seem in the cards. Long 
before the dollar's value is off that much, controls will be clamped on. 




















Price control, in limited form, seems very probable by 195l. 





(over) 
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NEWSGRAM=--TOMORROW--= (Continued) 


Prices, uncontrolled, will be forced up as some scarcities develop. 
Wage demands will go along with price rises. Higher wages, in turn, will 
add to income available for spending on already scarce goods. Prices then will be 
under pressure for further rise. It's the old wage-price spiral. 

Direct controls, in the end, are probably to be the answer. Tax rise and 
credit control aren't likely to prove adequate to check rising prices and rising 
wages, followed by still more price rises and then new wage rises. 

Controls, if voted by Congress, will be in stand-by form. Controls will 
become likely when and if living costs rise as much as 5 per cent more. 














Wage-salary freeze will go with a price freeze if one does come. 

Wage thaw, though, is then to take precedence over a price thaw. Control 
of wages, if forced in months ahead, is quite likely to be a mild control. 
Raises will be allowed, according to some formula. Nonwage concessions will be 
made liberally to unions. Labor leaders, about to shift from emphasis on 
nonwage demands to wage demands, will just shift back again. 

Salary raises, too, won't be barred after a freeze. Merit raises will be 
allowed as during war. Pay-raise schedules will be recognized. Employers may 
want to get their salary systems in shape now for probable later controls. 























Wage demands, barring a freeze, are to be quite big. 

Wage increases of around 10 cents an hour were in sight for next round even 
before war. Demands for around 30 cents an hour now are indicated. 

Wage rises of even half that amount, plus raw-material price rises, will 
force price markupS--quite sharp--for almost all manufactured goods. 

A wage-Ssalary freeze, if and when it comes, will be followed by approved 
raises with raises tied to living-cost rise. Labor leaders expect any controls 
to be administered by Labor Department, which is sympathetic with their ideas. 








Income is to go on rising while supply of many goods shrinks somewhat. 

Arms demand, by mid-1951, will be taking 15 to 20 per cent of output of 
many industries, where it has been taking 5 per cent or less. 

Civilian demand, at the same time, will be rising with income. 

Shortages, aS a result, will persist even though the supply of goods is to 
be large by past standards. Public appetite for durable goods in particular, 
for cars, electrical equipment, television sets, houses, furniture will be much 
bigger than the probable supply. It is in the durable fields that shortages 
will tend to center--not so much in food, clothing, gasoline, tires. 








Panic buying, slowing a little now, will slow more in days ahead. 

Buying volume, even so, will continue far above first-half, 1950, levels. 
People were low on textile products, on shirts, sheets, pillowcases, on suits, 
overcoats, shoes and a lot of other things. Their money had been going heavily 
into new cars, new homes, into household furnishings, electrical products. 

Buying trend will shift gradually as Supplies of cars and other durables 
start to decline, as they will in fourth quarter, 1950. There'll be pressure at 
that time to bid up prices of scarce commodities accompanied at the same time by 
a tendency for more money to pour over into food and clothing products. 

The pressures at work are those of inflation. 











Any sudden end to revived inflation is improbable. Inflation pressures, 
even before war, had started to build up steam and were growing. 

War, if ended suddenly, will be followed by continued high-level spending 
for arms; will not be followed by cutbacks of the kind that came last time. 

Defense costs, war or no war, are likely to exceed 25 billions a year for as 
long aS anyone now can foresee. U.S. got a shock from its unpreparedness. 

Defense now comes high in dollars. Defense bill, now and later, will cover 
large-scale military help for others as well as big forces for U.S. 
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FOR BETTER RECORD KEEPING 
THERE’S NOTHING LIKE 








IMPORTANT NAMES IN MICROF I pyy . 


Microfilming is today’s quick photographic process for 
copying records. 


It saves space, by reducing bulky files to compact rolls of 
microfilm .. . saves 9914% of space. 


It saves time, by copying documents at speeds unapproached 
by any other method. 


It saves money, by materially lessening filing equipment, 


storage and working space requirements. 


It assures accuracy, by copying original documents com- 
pletely and with photographic exactness. 


It assures proterticn, by safeguarding records against 
misfiling, alteration or theft. 


It simplifies reference, by facilitating the location of docu- 
ment data. 


FOR THE BEST IN MICROFILMING 
THERE’S NOTHING LIKE 


microfilming. 


ownership. 


for speedy processing. 
High speed recorder—hand or auto- 
matic feed. Choice of 3 reduction 
ratios plus the economy of 8mm. 
photography on l6mm. film. 


organization 


insures lasting satisfaction 
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Burroughs offers you the finest in microfilming equipment 
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precision-built by Bell & Howell, an acknowledged leader 
in the manufacture of fine photographic equipment. 
Burroughs microfilming brings you high recording speeds 
—up to 400 check-size documents a minute! 


Burroughs microfilming brings you the film-saving economy 
of the greatest reduction ratio obtainable with high-speed 


Burroughs gives you the economic advantage of outright 


And only Burroughs brings you the benefits of 60 years’ 
experience in mechanizing office methods to insure a micro- 
filming installation that is r7ght for your operations. 

Burroughs maintains 22 conveniently located laboratories 
The Burroughs nationwide service 


through efficient 


maintenance of equipment. 


For complete information on the advantages of Burroughs 
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Bell « Howell | | Burroughs 
MANUFACTURER DISTRIBUTOR 


















microfilming call your nearest Burroughs office, or write— 


Burroughs Adding Machine Company, Detroit 32, Michigan. 


WHEREVER THERE’S BUSINESS THERE'S 


Burroughs @; 
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large motors like the 1500 horsepower pulp mill 
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The more of your money that is invested in motors, 
the more you stand to lose if their performance is 
less than the best. That's why, where unfailing low- 
cost motor operation is desirable, the Fairbanks- 
Morse name plate should be in the picture. 
Experience gained in designing and building 
motors over many decades is evident in the fine 
performance of all Fairbanks-Morse motors—from 


chipper motor shown here down through all sizes 
and types for every service. Fairbanks, Morse & Co., 
Chicago 5, Illinois. 
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a name worth remembering 


DIESEL LOCOMOTIVES AND ENGINES ¢ ELECTRICAL MACHINERY ¢ PUMPS 
SCALES * HOME WATER SERVICE AND HEATING EQUIPMENT ¢ RAIL CARS 
FARM MACHINERY 
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WHAT IT TAKES TO WIN IN KOREA: 
MORE DIVISIONS THAN U.S. NOW HAS 


What it's likely to take to win 
in Korea is this: 

Ten to 15 fighting divisions, 
150,000 or more troops, a year’s 
time, masses of war material—a 
major effort. 

It's real war, not any police 
action now. 

When the tide turns, there will 
be landings, jobs for paratroops, 
big-scale operations. Guerrillas 
are a problem. 


A major war effort, big in terms of 
men and material, is to be required of 
U.S. and its allies to win in Korea. 
Size of that effort now is shown to be 
bigger than present U.S. forces can 
handle, and will be multiplied again 
if Communist China enters the war 
on the side of the North Koreans. 

American ground forces, in Korea, are 
there to stay. Military commanders are 
confident that a sizable bridgehead will 
be kept, adequate for maneuver and 
counterattack, unless Russia herself 
throws major forces into the war. Rus- 
sia is not expected to make that move. 

But the original idea that Americans 
could push quickly back to the 38th 
parallel with two or three divisions of 
troops, plus a little aid from others, is 
being revised completely. Before this 
war is won, military planners are con- 
vinced, more divisions will be engaged 
on the American side than U.S. has al- 
together at this time. Instead of a police 
action, the Korean operation will be war 
on a major scale. 

How big a war the planners expect 
can be shown in the amounts of time, 
man power, weapons and supplies that 
now are regarded as necessary to win. 
As ranking military officials, interviewed 
in Tokyo and Washington, see it: 

In man power, informed officials esti- 
mate, 10 to 15 divisions will be required 
to do the job. That’s about 150,000 men, 
far more than the four U.S. Army divi- 
sions and one Marine division in Korea 
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Reported from TOKYO and WASHINGTON 





to date and forces expected to be sent 
later from other United Nations. It in- 
dicates that, before war in Korea is over, 
ground forces on the U.S. side may be 
more than twice their present strength, 
even more than U.S. now has in all. 

In time needed to win. estimates also 
are up sharply. The consensus of high 
military officials interviewed is that war 
will run well into 1951. One ranking 
Army officer, in a position to know the 
strategy that is planned, is betting that 
U.S. still will be fighting in Korea a 
year or more from this month. 

In tanks and artillery, it’s to take far 
more than is available at present in 
Korea and Japan. Many battalions of 
artillery now in action must be re- 
equipped, more fully equipped battalions 
added, according to Army planners. 
Tanks, however, are the biggest need for 
the coming counteroffensive. Most of 
those in Korea at this time are World 
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War II light models, with heavier types 
required. Patton tanks, now being pro- 
duced from the hulls of wartime medium 
Pershing tanks, are in biggest demand 
to combat Russian-made armor. Increased 
production of new antitank guns, land 
mines, recoilless artillery and 3.5-inch 
bazookas, as well as tanks, is being 
called for. 

In specialized units, a need is being 
expressed for large numbers of paratroop- 
ers, of mountain infantry, and of am- 
phibious units. Idea is to speed the 
coming counterassault by disrupting the 
enemy's areas with airborne and _ sea- 
borne landings behind his lines. 

In air power, where U.S. is strongest 
now, many more units are to be needed. 
Close-support dive bombers and strafing 
planes will be needed in far larger num- 
bers, as the planners see it, when U.S. 
takes the offensive. Big strategic bombers 
—B-29s and B-50s—are to be used in 
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U.S. SENTRY IN KOREA 
The war is no longer a “‘police’’ action 
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STRENGTH REQUIRED 
FOR A U.S. VICTORY 


(According to latest estimates of defense officials) 





TANKS: Greatly increased numbers of 
light tanks, hundreds of mediums. 


ARTILLERY: Many more artillery bat- 
talions equipped with World War ll 
guns, plus large numbers of new anti- 
tank guns for infantry use and some 
antiaircraft weapons. 





SEA POWER: Ships for a possible big 
amphibious end run, warships for 
coastal shelling, and more carriers for 
troop-support aircraft. 





bitele) a Um ee 
Korea: 10 to 15 full Army: divisions, 
including allied U.N. units. ; 


TIME: Probably a year or more from 
now, at least until 1951. 


AIR POWER: Many more support 
planes—dive bombers and strafers. 
More units of big bombers—B-50s and 
B-29s—for rear-area bombing. 





SPECIALIZED FORCES: Paratroops and 
small amphibious teams for such tasks 
as rear-area harassment and guerrilla 


activity. 
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greater force as a means of preventing 
i] 


reinforcements, including Chinese Com. dt 
an 


munists perhaps, from being brought into 
the combat area, and for cutting enem, 
war production in a long war. 

In sea power, too, requirements are 
well above previous estimates. Carriers 
for stepping up air cover over troops 
warships for shelling enemy coastal areas 
Victory-type ships for carrying a greath 
increased supply load to Korea, landing 
craft for use in any amphibious “end 
runs,” all are being asked in large num. 
bers by the military planners. In addi. 
tion, the growing threat to Formosa is t 
tie up a bigger share of U.S. naval 
strength in the Far East, reduce the total 
number of ships available for Korea. 

That’s the outlook, as informed mil- 
tarv officials see it. It shows a sharp 
change, from the idea of a police action 
to the prospect of a war that will require 
many more divisions to be activated, 
more equipment to be built in a huny, 
thousands more planes and ships to be 
manned, real mobilization to be begun. 

Behind these revised estimates has 
been a near-defeat of American forces 
in Korea, in spite of overwhelming air 
superiority that had been counted on to 
win. The decision, at this time, is that 
combat strength on the ground must be 
built up to big-war strength in order to 
drive back an enemy that is known to 
have about 15 well-equipped divisions, 
growing stocks of captured U.S. equip- 
ment and a potential force of 250,000 
men under arms. 

What it means is that a build-up of 
U.S. military forces is ahead that will 
affect nearly everybody—industry, draft- 
aged youths, businessmen, consumers and 
taxpayers. 

Draft, for example, is to be stepped up 
rapidly. The idea of a token draft as a 
means of spurring enlistments now is 
dead. Army alone is to call up 100,000 
youths in September and October, plans 
to get 400,000 by the end of the year. 
Plans also are being laid to draft special- 
ists such as physicians, dentists, elec- 
tronics experts, who are not available for 
drafting under present law. Newly re- 


vised man-power plans call for increas: 


ing strength of the armed services from 
about 1,450,000 men to at least 2,311, 
000 within a year. For the individual, 
that means a bigger chance of being 
drafted or called up as a Reservist. 
War production, too, is to be stepped 
up far more than had been expected. 
Tanks and planes are to get first priority, 
with new-tvpe artillery, armored veiiiciles, 


antiaircraft guns and other combat equip 
ment also scheduled for mass production. 

In the production of tanks, where U.>5. 
needs are greatest, the plan is this: Fon 
the coming six months, output will be 


largely of Patton tanks—the 46-tor di- 
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um-type which uses the salvaged. hulls 
7 and tracks of wartime mediums and in- 
corporates new-type engines, aiming de- 
vices and guns. Then, early in 1951, 
iooling will be completed for mass pro- 
duction of fast, new 25-ton light tanks. 
An entirely new medium tank, weighing 
iss than the Patton, is to get its final 
esting in the meantime and is to go into 
mass production later in 1951. A new- 
stvle heavy tank, finally, is scheduled for 
resting next spring, probably will be in 


F mass production by the beginning of 


1952. 

Other effects of a coming big war 
we to be felt all up and down the line. 
stockpiling of strategic materials will be 

loubled, arms aid abroad quadrupled. 
New military training camps will be 
wened, starting this autumn. More Na- 
ional Guard units are to be called up. 

What’s ahead in Korea, on the 
basis of this big-war planning, is believed 
by the military officials interviewed to be 
the following: 

Build-up of forces, first, is to take 
months. The “big push” is not expected 
before autumn. Assuming the beachhead 
in South Korea can be held, only local 
counterattacks are believed likely until 
a greatly enlarged United Nations force 
of tanks, guns, planes, ships, and ground 
troops is created there. 

Counterassault then is expected to be 
based on superior equipment and _ fire 

| power, with U.S. forces still likely to be 

/ outnumbered. One possibility is that a 
large force will be landed near the 38th 
parallel to cut off North Korean troops 
while other U.N. forces push from the 
south. Another is that one or more divi- 
sions will be landed by parachute be- 
hind the enemy’s lines to disrupt his op- 
erations while the big thrust is made on 
me or both flanks. An attempt is to be 
made, in any event, to defeat Commu- 
nist forces in battle, not merely to drive 
them above the 38th parallel. 

Dangers, however, abound in Korea 
and in the Far East to worry U.S. plan- 
ners. The biggest is that U.S. aid in de- 
fending Formosa against any coming at- 
tack will result in Chinese Communist 
forees’ being sent to fight American 
troops in Korea. The other major danger 
is that guerrilla bands may remain in 
Korean hills even after a successful U.N. 
lrive to the north, and may take years to 
subdue. The problem of how to prevent 
turther attacks on Southern Korea after 
the war also is causing serious concern. 

Prospects, over all, thus are for the 
military policing job in Korea to develop 
into a full-scale war—longer and more 

costly in men and equipment than had 
been suspected until now. If it is to be 
won, it will take a larger Army, Navy 
and Air Force than U.S. has available 
at this time. 
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TANKS ARE RECONDITIONED 
A lot more of everything is needed for the ‘‘big push” 
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WAR WITH CHINA NEXT? 





Reported from HONG KONG and TOKYO 


War with Communist China is 
the next threat for U. S. 

Big Communist forces are set 
for invasion of Formosa, with 
other Chinese armies in position 
to move into Korea. 

Invasion of Formosa, if it 
comes, will touch off a big fight 
involving U.S. naval and air 
forces. 

lf Communist China moves, it 
means bigger war for U. S. 


War between the United States and 
Communist China is becoming a real, 
imminent possibility. War will be near 
if Communist forces, now poised, 
move to invade the island of Formosa 
and run into American naval and air 
opposition. 

At present, the U.S. is committed to 
resist invasion of Formosa, where Gen- 
eralissimo Chiang Kai-shek is making his 
last stand. American naval forces for this 
operation are being increased. Air power 
based upon Okinawa, 360 miles away, is 
augmented. General of the Army Doug- 
las MacArthur, Supreme Commander in 
the Far East, has sealed the commitment 
to use those forces in support of Chiang. 
Chinese Communists, at the same 
time, are set with big forces, pre- 
pared to try an invasion. 

Once China’s Mao Tse-tung gives 
the order to move, if he does, the 
fat will be in the fire. Whether or 
not that order will be given is the 
great, fateful and unanswered ques- 
tion of this period. If it is given, a 
clash of U.S. and Chinese Com- 
munist forces will be inevitable. 
American ships will face bombs 
and gunfire. American planes will 
meet opposition from Chinese Com- 
munist planes. With American ships 
and planes fighting an invasion 
force, the Communists will consider 
themselves at war with the U.S. 

Mao at this time has carried 
preparations for an invasion of 
Formosa to an advanced stage. At 
the same time he has moved big 
forces into Manchuria, where they 
can be shifted quickly into Korea 
to join that fight. 

The map on page 15 gives you 


14 


some idea of what is up. The developing 
threat, as seen on the ground, is this: 

On the mainland opposite Formosa, 
the build-up of Communist forces appears 
to be virtually complete. This build-up, 
going on for about 10 months, is aimed 
at what Mao and his associates call “the 
greatest offensive in Chinese history.” 

Eighteen armies are on hand for the 
action against Formosa. Seven armies, 
now along the coast, are to make the ini- 
tial assault, if one is ordered. The others, 
waiting in nearby provinces, are to follow 
up and clinch victory. 

While army units in China are smaller 
than those in the U.S. armed forces, 
total strength of these ground forces runs 
high into the hundreds of thousands. The 
troops are trained fighting men. Large 
numbers have had years of experience at 
beating Chiang’s Nationalists. Among 
them are believed to be 2,500  para- 
troopers who were trained by U.S. and 
who went over to the Communists. 

The fleet to carry these troops to 
Formosa represents the results of months 
of refitting, rebuilding and construction 
by Yangtze Valley shipyards. Communist 
ships add up to about a million tons. 

Modern backbone of this fleet is a 
group of some 30 LST’s given by the 
U.S. to Chiang and later taken over by 
the Communists. These ships are to 


carry tanks and artillery. 
Main part of the fleet consists of about 





THE CHIANGS ON FORMOSA 
Will Mao move? 








5,000 wooden junks, many of them ahi, 
to carry as many as 50 men. Battle «| 
perience has shown that wooden junk} 
are hard to sink, except by bombing § 
ramming, and that their deck guns ef) 
make it hot for light warships. 

While no submarines apparently ar 
included in the fleet now, reports indica 
that undersea crews are being traine 
Russia already has given much equipme: 
to Mao, and has submarines in the Pacif 
that can be turned over to Chinese crey 

The air force that is to cover the y 
vasion has been growing rapidly, ap 
airfields to accommodate it have bee 
rushed to completion. This air force 
estimated at around 200 Russian-mac 
planes, including jet fighters, propelle 
driven fighters, transports and bomber 

The water barrier that the Co 
munists are preparing to cross, the Fo 
mosa Strait, is about 100 miles wick 
That means about 25,000 square miles o 
sea to police, too big a job for the Amen } 
can units that can be spared for it now. § 

Vhe invasion fleet is fast enough 
cross the Strait in less than a day j 
weather is good. And weather conditions 
are becoming more favorable. The soutt 
west-monsoon season is tapering off ax} 
will end in about three weeks. Typhoor 
are a threat, but form far away, east: 
the Philippines, and move slowly. Chance 
of satisfactory weather will be fairly goo 
from early September to early October 
Then the monsoon will begin t} 
blow hard from the northeast. 

On Formosa the only defen’ | 
ers are Chiang’s forces; the U.S} 
has no units there so far. Exc} 
strength of Chiang’s forces is tha 
subject of wide disagreement. Som} 
estimates run as high as 500,00 
Others set his troop total at abou} 
300,000. Latest information plac 
the strength of the Army units tha 
he is really depending on at some} 
where between 120,000 and 200 
000. 

These forces 
equipped, mainly with remnants ¢ 
the gifts of arms Chiang receive 
from the U.S. during and _ afte 
World War II. The U.S. is sendit 
him parts and additional equi 
ment to strengthen his forces. 

Barbed wire and mines 
beaches along the west side 4 
Formosa, where the invaders 2% 
most likely to try landings. Trooj® 
are ready to take up positions by 
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Communists vs. Chiang—The Line-Up for Formosa 


CHINA 


Communist air force 
of more than 200 Russian 
planes is being increased 
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Communists assemble 
7armies along coast, 
with 11 armies in reserve 







Communists prepare 
5,000 junks and some 
larger craft for invasion 
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U. S. Seventh Fleet’s 
mission is to protect 


Formosa / 
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ar. Exac } hind these obstacles. A force of about 
es is th 1,000 tanks is in reserve, ready to go into 
ent. Som] action unless the Communists pin it 
500,0"9 down by blowing up bridges. 

at abou = Most of Chiang’s soldiers have been 


on er under stiff training for months. They have 
units th¥¥ the apparent ability to fight off an in- 
at some} vasion. Leadership, morale and loyalty, 


9M) % 1... A 
and 200.9 however, are serious problems. 

Commanders are changed frequently, 

irly we according to Chiang’s whim; some of the 


best officers, out of favor, are in jail. 
receiv} Men of some units are not properly fed. 
ind afte] And it is uncertain whether many of the 
s sendin 9 soldiers really want to fight. Fear is that, 
il equij > if they come face to face with the Com- 
eS. munists, they will run or go over to the 
es cov yenemy, as they did on the mainland, 
side (rather than stand up and hit back. 
ders 4% There is a serious question, thus, 
s. Troo#whether Formosa can be held in case 
tions b¥ Mao orders the invasion. If Formosa falls, 
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the Communists get a big island in the 
middle of the string of U.S. bases stretch- 
ing from Japan to the Philippines. U.S., 
at the same time, suffers another loss of 
prestige. Biggest danger of all, however, 
is war with Communist China. 

A U.S.-China war already is a 
possibility, as Mao and his associates see 
it. With this in mind, they have built up 
their forces in Manchuria to around 250,- 
000, including some of their best armies. 
These armies are close to Korea. If they 
move over and fight beside the North 
Koreans, the U.S. may be pushed out of 
the Korean Peninsula. 

Farther south, not far from Indo-China, 
Mao has another 260,000 soldiers. Most 
of these, too, are experienced fighters. 
They will be available to help Vietnamese 
Communists try to take over Indo-China 
in case of open hostilities between Com- 
munist China and the West. 
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U.S., at war with Communist China, 
thus could find itself shoved out of Korea 
and involved in a costly and almost hope- 
less fight on the mainland. War between 
U.S. and China could be the touch-off for 
Communist moves into Indo-China and 
on through the rest of Southeast Asia. 

The word as to when the invasion ot 
Formosa will be launched, if it is to 
be launched, is to come from Mao, prob- 
ably acting at the direction of Moscow. 
The weeks between now and early Octo- 
ber appear to be the most opportune for 
invasion, because of favorable weather 
and heavy American commitments in 
Korea. Mao’s big chance to try to seize 
Formosa by force, thus, apparently is at 
hand. If he gives the order, the invasion 
fleet will move out and a fight with the 
United States will start. As things stand, 
it is a tossup whether he will give that 
order. 
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RUSSIA‘S GAME IN THE U.N. 


Reported from LAKE SUCCESS, N. Y. 


Russia, back in U. N., is out to 
stir more trouble. 

Big war isn’t Russia’s goal for 
this year. Little wars are the goal. 
Philippines, Formosa, Indo-China 
are down for early treatment. 

Russians talk peace, start wars, 
keep U.S. jumping. 


LAKE SUCCESS, N. Y. 

Men who make it a business to size 
up the strategy and the intentions of 
other nations are coming to some con- 
clusions about Russia and her plans. 
Out of the maneuverings of Russian 
diplomats, back in the United Nations, 
the U. S. and other Western diplomats 
are getting these impressions: 

A big war, World War III, isn’t a 
part of Russia’s plans at this time. A 
general war, with most of the United 
Nations countries lined up with the U.S. 
against Russia and her satellites, isn’t to 
Russia’s liking. That was the way ag- 
gression in Korea fixed the line-up while 
Russia boycotted the U.N. So the Rus- 
sians, badly hurt, came back. 

Local wars, the kind now waged in 
Korea, where Russian troops, as such, 
arent involved, please Russia more. 
Through the U.N., Russia’s delegate, 
Jacob A. Malik, is talking about wars 2° 
this kind. In Malik’s “upside-down lan 
guage,” as the British delegate called it, 
the U.S., not Russia, is the one accused 
of starting trouble, of attacking in Korea 
and planning attacks elsewhere. 

Little wars and what they will in- 
volve are Russia’s main interest now, the 
experts believe. 

Korea, of course, has one such little 
war, already under way. Russia, in the 
U.N., is accusing the U. S. of starting the 
war in Korea. The Russians do not expect 
Westerners to believe that. But they are 
talking in the U.N. for the illiterate and 
hungry masses of Asians, newly inde- 
pendent or still seeking independence. 
And Russia, in the view of U.N. dele- 
gates, is not likely to offer any acceptable 
solution for peace in Korea as long as 
there is much fight left in the Communist 
forces of North Korea. 

China, as Russia sees it, is a fertile 
field for a little war, too. The Peiping 
Communist Government of Mao Tse-tung 
was about ready to start its invasion of 
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Formosa when the Korean war began. 
Now Mao still talks of invading Chiang 
Kai-shek’s island, although President Tru- 
man, reversing his previous policy of 
“hands off Formosa” has ordered the 
U.S. Navy to be prepared to “neutralize” 
Formosa by defending it against Com- 
munist attack. If Communist China gets 
involved in a shooting war with the U.S., 
Russia will do what she can in the U.N. 
to split the Western allies over the Chi- 
nese “local war.” (See page 14.) 

Indo-China is another spot where aid 
and encouragement from Soviet Russia 
is likely to keep a little war going. Rus- 
sia’s delegate in the U.N. has made 
frequent references to “U.S. aggression” 
in Indo-China. France, which has been 
fighting Indo-Chinese rebels led by Com- 
munists for years, now fears that Russia 
and the Chinese Communists will give 
more help to the rebels. The French, as 
a result, want more help from the U.S. 

The Philippines are weakened by 
guerrilla warfare between Communist- 
led landless peasants and Government 
troops. Russia’s delegate in the U.N. re- 
fers to the U.S. “war of aggression 
against the people of the Philippines.” 
Here, too, U.N. delegates believe, Rus- 
sia is out to stir up a little war. 

Malaya is in such a state of ferment 
due to guerrilla warfare encouraged by 
Communists that Britain is keeping 18,- 
000 of her troops there. 









PRESIDENT , 


—Acme 
MR. MALIK WIELDS THE GAVEL 
... to keep the little wars going 


Burma, now independent, also is fight. 
ing guerrillas. Her Government has ree. 
ognized Communist China’s Government 
in the hope that the Chinese will not 
support Burmese rebels. But there, too, 
Russia is encouraging a little war. 

Job of Russia’s U.N. delegate, Mr. 
Malik, an expert on Far Eastern affairs, js 
to keep little wars going and watch for 
chances to stir up more such wars. That, 
at least, is how Western experts interpret 
his moves in the U.N., his talk of peace 
while, in fact, Russia encourages little 
wars. This aim, they believe, is what 
brought Russia back into the U.N. 

Outside the U.N., Russia found 
that the U.S. and her allies were able to 
get together quickly to act on local wars. 
Fifty-two countries supported U. S. action 
in Korea and some of them promised help 
of one sort or another. So far, this help 
has been limited largely to warships and 
some fighting planes, but Turkey, Thai- 
land and other countries have offered 
troops, too. 

Inside the U.N., as the experts 
here see it, Russia now finds herself ina 
better position to confuse issues, upset 
U.N. plans for action against Communist 
aggressors, divide the Western nations 
and build up propaganda for the con- 
sumption of Communist followers every- 
where in the world. 

The veto, in Russia’s hands, has been 
used more than 40 times to block U.N. 
action in the past. As long as Russia boy- 
cotted the U.N., the organization could 
operate efficiently and quickly, as in 
Korea, to take acticn. Now, inside the 
U.N., Russia can use every delaying de- 
vice in the procedural rules of the Se- 
curity Council and, if all of them fail, can 
fall back on the veto to block action. 

Military action by the U.N. to enforce 
its decisions is virtually impossible while 
Russia sits at the Security Council table. 
U.S. strategy, if Russia tries more local 
wars, may be to seek to disqualify Rus- 
sia as a belligerent party in such wars, 
but even then, inside the U.N., Russia 
can make more trouble than out of it. 
In Korea, for example, the Supreme 
Commander of the U.N. forces, Gen. 
Douglas MacArthur, is required to make 
reports to the Secretary General, which 
are available to Russia as an active mem- 
ber of the U.N. but General MacArthur, 
aware of this fact, is reporting no mili- 
tary secrets to the U. N. headquarters. 

Chances of dividing the Western pow- 
ers from inside the U.N. interest Russia, 
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WHEN HE’S ABSENT, THINGS RUN TOO SMOOTHLY TO SUIT THE SOVIETS 


is 








-Acme photos 


Russia values her U.N. seat as a propaganda platform 


too. China is a case in point. Not only 
Russia, but four other members of the 
Council—Britain, Norway, India and 
Yugoslavia—recognize the Communist 
Government as the legal government of 
China. Delegates to the U.N. believe 
that Russia will continue to hammer 
away at the question of who is to repre- 
sent China on the United Nations, thus 
dividing the United States and some of 
her allies. 

Chances of using the U. N. machinery 
against the U.S. may open up for Russia, 
as the delegates at Lake Success see the 
future. They expect Chinese Communists, 
for example, to attack Formosa soon, 
defying the U.S. Navy. If there is shoot- 
ing between U.S. warships and Chinese 
Communist junks, Russia will then be 
likely to demand U.N. action against the 
U.S. as the aggressor. There’s little 
chance that the Security Council will ap- 
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prove such action, but Russia will make 
the most of the opportunity for propa- 
ganda purposes. 

A rival U.N., a Russian-sponsored 
organization run by Soviet rules, may be 
one of Russia’s long-term ambitions. But 
experts at Lake Success doubt that Rus- 
sia has any such intentions now. For the 
present, U.N. delegates believe, Russia 
will be content to remain within the 
U.N., making trouble and wherever pos- 
sible preventing U. N. action against 
Communists in local wars. 

An anti-Russian U. N., with Russia 
ousted, isn’t likely at this stage, as the 
delegates see it. Instead, the U.S. is 
anxious to hold the U.N. together as a 
safeguard against aggression. But Rus- 
sia is wooing Asia. And Pandit Nehru, 
India’s leader, believes the Western pow- 
ers think of Europe, not Asia. “They take 
decisions affecting vast areas in Asia 


without understanding the real needs and 
mind of the people,” he said. 

What to expect, therefore, in thie 
view of the experts here, is that Russia 
will remain inside the U. N., walking out, 
if at all, only for brief boycotts as a 
means of gaining time, not to stay. Peace 
proposals, made in Moscow, will come 
only if Russia decides it is to the Com- 
munists’ advantage to make peace be- 
cause they have failed to win victories 
in the fighting. 

More little wars are likely to be a 
part of Russia’s strategy from now on 
until Moscow is prepared for a big war. 
Russian aim, as Western delegates here 
size it up, is to keep the U.S. guessing 
where little wars will start next, forcing 
the U.S. and her allies to deploy their 
strength all over the world. Thus, inside 
the U.N., Russia will try to hold the 
initiative of creeping war. 
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‘Operation Protocol’ Won by Military 


Top U.S. military men are 
scoring a social victory. 

Secretaries of Defense and 
State take time out fo rule that 
Staff Chiefs should move nearer 
the head of table at dinner par- 
ties, other occasions. 

It's part of the long battle of 
protocol. Civilians this time are 
rated lower where social rank 
counts. 


At Washington social functions, the 
four members of the U. S. Joint Chiefs 
of Staff now are moved up several 
notches. 

The improved position of these top- 
ranking three generals and one admiral 
—together with their wives—was _ar- 
ranged in the month of May, just a few 
weeks before war broke in Korea. Their 
social advancement came as a result of 
formal action of Louis Johnson, Secre- 
tary of Defense, and Dean Acheson, Sec- 
retary of State, taking time out from the 
problems of a world in trouble. 

As a result of that action, Washington 
hostesses at dinner parties will seat the 
Staff Chiefs several places nearer to the 
head of the table than before, and will 
seat some civilian officials of the Defense 
and State departments several places 
farther away. 

The issue involving the social status 
of this country’s top military leaders was 
raised formally on May 5 by Secretary 
Johnson. In a letter addressed to Secre- 
tary Acheson, he stressed his “concern 
for the standing and prestige of the 
Chairman and the other members of the 
Joint Chiefs of Staff.” These officials, he 
said, occupy “positions of very great 
importance in our national governmental 
structure.” He urged that they be given 
appropriate recognition in their social 
and other public appearances. 

Secretary Johnson explained that a 
new problem had arisen when the three 
armed services were brought together in 
the unified Department of Defense, and 
the number of secretaries, under secre- 
taries and assistant secretaries was in- 
creased. His letter went on: 

“In recent years our senior military 
people have automatically been ranked 
in protocol after each such new secre- 
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Civilians Give Way 


tarial incumbent, and these positions 
have so increased in number that in the 
Department of Defense alone there are 
17 secretaries, including the Deputy 
Secretary and the Under Secretaries and 
Assistant Secretaries. I understand that 
there are in the Department of State 
about 12 similar titles. In fact, it appears 
possible that, at a social or similar func- 
tion involving full attendance of all of the 
Cabinet departments, the Joint Chiefs 
of Staff would be preceded by at least 
60 secretarial titles alone.” 

To remedy matters, Mr. Johnson said, 
he had ruled that, within his own Depart- 
ment, the members of the Joint Chiefs 
should have a protocol status immedi- 
ately below that of the Secretaries of the 
Army, Navy and Air Force. 

But he asked the assistance of the Sec- 
retary of State in making the revised 
ranking effective at functions involving 
others besides the military. This was 
especially desirable, he said, because the 
“protocol status of top-level military men 
in some other nations is higher than that 
which has, in recent years, developed 
here.” 

Final decision in the matter was 
made by Secretary Acheson, on the ad- 
vice of State Department protocol ex- 
perts. The request of Mr. Johnson was 
granted. 

At social or public functions, there- 
fore, the military leaders and their wives 
are given places in accord with their 
higher ranking in the list of precedence. 
When guests at a dinner assemble for 
the walk into the dining room, the mili- 
tary leaders now are nearer to the head 
of the line. Also, at the table, they sit 
nearer to the host or hostess—each of 
whom is considered to be at the “head of 
the table’—than was the case before the 
recent change. 

How the new seating system works 
out in practice is pictured in the illus- 
tration on the opposite page. In that par- 
ticular grouping, the members of the 
Joint Chiefs move up five places. 

At a larger social function, the change 
in their relative position is greater. If 
Gen. Omar Bradley, Chairman of the 
Joint Chiefs of Staff, were at a party 
where all State and Defense secretaries 
were present, he would have ranked 30th. 
Under the new ruling, he ranks eighth. 

If the Secretaries, Under Secretaries 
and Assistant Secretaries of all Gov- 
ernment departments were assembled 
at one gathering, 66 men would have 


in Social-Front Skirmish 


outranked General Bradley before. Now 
only 21 officials of the departments rank 
higher than the General. These are the 
nine Cabinet Secretaries, their Under 
Secretaries, and the three service depart- 
ment heads. 

One more skirmish in the capital's 
long history of battles over social status 
thus appears to be ended. 

These battles began soon after the 
system of precedence was established in 
George Washington’s time. President Jef- 
ferson, himself a widower, attempted to 
do away with protocol and to substitute 
what he called “the rule of péle-méle.” 
But at the first State dinner at which the 
rules of precedence were ignored, the 
President offered his arm to Dolly Madi- 
son—and left Mrs. Anthony Merry, wife 
of the British Minister, trembling with 
indignation. 

None of the Cabinet wives or other 
ladies prominent in society liked the 
“rule of péle-méle.” They persuaded 
President Jefferson to abandon it. And 
the system of precedence has been in ef- 
fect ever since. 

There was the quarrel, during the Ad- 
ministration of Andrew Jackson, over the 
status of Peggy Eaton, wife of John H. 
Eaton, the Secretary of War. In that 
quarrel, most of the Cabinet wives were 
ranged against Mrs. Eaton, of whom 
they disapproved. The dispute was not 
settled until the entire Cabinet resigned. 

Then, in 1929, when Herbert Hoover 
was President, there was the argument 
over who ranked higher—Mrs. Doll 
Gann, sister and official hostess of Vice 
President Charles Curtis, or Mrs. Alice 
Roosevelt Longworth, wife of Nicholas 
Longworth, the Speaker of the House. 
President Hoover eventually settled the 
argument, in favor of Mrs. Gann. 

For years, Washington hostesses re- 
frained from inviting the Chief Justice 
of the United States and any foreign 
ambassador to the same party, because 
of controversy as to which ranked high- 
er. A State Department ruling finally 
favored the Chief Justice. 

The body of ritual known as proto- 
col came originally from Europe, where 
it took precise written form. In Wash- 
ington, it is not officially published. But 
its tenets are rigidly observed, and high 
rank in the order of precedence—as the 
emphasis placed upon it by the military 
in a time of world crisis now shows—is 
eagerly sought as a symbol of social and 
official prestige. 
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More Dignity at Table for Joint Chiefs 





Seven seats 
from hostess 


Eight seats 
from host 


Seven seats 
from hostess 


Eight seats 
from host 









OLD SEATING ARRANGEMENT 











A new social edict has just given a 
boost to members of the Joint Chiefs of 
Staff and their wives. 

In Washington society, where proto- 
col is rigidly followed, the two highest- 
ranking officials at a dinner party sit 
nearest the hostess and their wives sit 
nearest the host. The two next-highest 
officials sit second from the host. Others 
are seated in order of rank, always with 
men and women alternating. Those 
ranking lowest sit nearest the middle. 

Practical effects of the new edict, is- 
sued by Secretary of Defense Louis 


Johnson and backed by Secretary of 
State Dean Acheson, are shown in the 
accompanying chart. Pictured are old 
and new seating arrangements for a 
dinner party at which 16 State and De- 
fense officials and their wives are guests. 
At such a dinner, each member of the 
Joint Chiefs now moves up five places 
in social standing—past the Assistant 
Secretaries of State and Defense and 
the Under Secretaries of the three 
armed services. 

Gen. Omar Bradley, Chairman of the 
Joint Chiefs, who used to be seven seats 


from the hostess, now is only four seats 
from the host. Placing of the three 
other members of the Joint Chiefs also 
has been shifted, giving them more 
preferred positions. 

The wife of the military official, in 
each case, has a position corresponding 
to that of her husband. While General 
Bradley is sitting four places from the 
host, Mrs. Bradley, on the opposite side, 
is four places from the hostess. Thus, 
the wives have made gains equal to 
those of their husbands in climbing the 
social ladder of Washington. 








Four seats 
from host 





NEW SEATING ARRANGEMENT 


Six seats 
from host 


from hostess 





Five seats 


{ Hostess 


Five seats 


from hostess 
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CONTROLS: POLITICAL ‘HOT POTATO’ — : 


Bad Guess on War Could Affect ‘50 and 5) “ 


War has politics churning, pol- 
iticians quite dizzy. 

Republicans, who once clam- 
ored against controls, now are 
clamoring for them. Mr. Truman, 
who once demanded controls on 
business, now drags his feet and 
doesn’t really want them. 

Trouble is that the voters have 
politicians guessing and an elec- 
tion is only three months away. 
Sombody’s to be hurt. 


All of the weight of the White 
House and the Democratic National 
Committee did not assure an easy 
victory for the President’s candidate 
in the Missouri primary election of 
August 1. 

Mr. Truman wanted Democrats of his 
home State to nominate Emery W. Alli- 
son for the U.S. Senate. The President 
said so openly and used his influence for 
the man he favored. Yet Missouri Demo- 
crats—other than the 10,000 in Wash- 
ington, D.C.—showed a preference for 
the man Mr. Truman opposed. 

That little incident in an agitated po- 
litical situation is adding to the worries 
of politicians. These worries are being 
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multiplied by the war and by other pri- 
mary elections. The voters knocked off 
Senator Claude Pepper in Florida, a 
Democrat. Then they got Senator Frank 
P. Graham, of North Carolina, another 
Democrat. Next, they unseated Senator 
Chan Gurney, of South Dakota, a Repub- 
lican, and Senator Elmer Thomas, of 
Oklahoma, Democrat. Now, they have 
given a slap at the Administration in 
Missouri. 

Ordinarily, these results would not be 
too disturbing. Seventy-five per cent of 
the Senators who have tried for renomi- 
nation have gotten it. With few excep- 
tions, all House members who wanted 
to come back to Congress have been 
renominated. Everything looked as if a 
normal, peacetime election was shaping 
up for November. 

But the politicians have detected 
enough tremors from their ear-to-the- 
ground soundings to set them going in 
circles. They are hearing from the people 
back home, and they can find great sig- 
nificance in the slap at the President in 
his home State of Missouri. The voters 
have dynamited all plans for a normal 
campaign. 

The story completely upsets the tra- 
ditional idea that the President leads, 
Congress follows and the people tag 
behind. In less than a month, the politi- 
cal picture in Washington has turned 
upside down. What happened was this: 
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Even after the fighting began in Kore, 
Congress was planning to go home soo) the 
so that its members could campaign fo; Ba 
re-election. It was to be business as usual tra 
politics as usual. White House plans fo, for 
Mr. Truman to climb aboard a train and Ad 
go campaigning this autumn were y). er 
changed. Issues were to be built around the 
domestic affairs, the “Fair Deal” pro- Ba: 
gram, Republican charges of Commun ss ' 
in Government departments. The Koreay in 
war was regarded as a police action. 
These plans were not wholly dis. col 
carded after it developed that fighting int 
would be tougher than first expected. Ad. cor 
ministration leaders figured that mox wh 
men and weapons and partial controls t fou 
bar inflation would be needed. A few real. ma 
ized that far broader mobilization would of 
be needed than was being sought. : 
But President Truman thought he me 
must move slowly and carefully toward ber 
controls. He did not want the issue to} sen 
hinder the coming congressional cam- thr 
paign. And he thought the people les smi 
not ready to accept such drastic action sug 
The President planned mobilization in the 
three stages. A little would be done now me 
Some more would be done after election, Dt 

And still more would be done if the situ- 
ation grew more serious. The program to | 


would have to be sold to the people like 
gradually, it was thought. That was the 
idea when the President sent up his 
request for partial centrols. 
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TALKING OVER THE ISSUES OF 1950 
Voters have dynamited plans for a normal campaign 
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Republicans were divided over the 
need for controls. Some said the Presi- 
dent was asking for too much. When 
Bernard M. Baruch, elder statesman and 
adviser to Presidents, recommended full- 
scale controls, the President himself 
backed away from the idea, said they 
were not needed. 

At this point, some Republicans 
thought it would be well to support the 
Baruch plan to embarrass the Adminis- 
tration. They thought they might vote 
for the plan in the expectation that the 
Administration would defeat it. Then, if 
prices went up, they could point out that 
the Republicans had advocated the 
Baruch plan. 

There still was a great deal of politics 
in the situation. 

But, suddenly, the Republicans dis- 
covered that the voters were intensely 
interested in controlling prices. And, 
completely to their surprise, Republicans 
who had fought controls in the past 
found themselves taking the lead in the 
maneuvering that was set off by pressure 
of the people back home. 

The mail was piling into the offices ot 
members of Congress. One House mem- 
ber got a letter signed by mothers repre- 
senting 250 families, with an average of 
three children each. It said that in the 
small city where they lived sheets and 
sugar were vanishing from the stores and 
the price of bread, coffee, sugar, lard, 
meat and cotton goods had gone up from 
5 to 10 per cent in a week. 

“We claim your immediate attention 
to these matters,” it said. “It looks to us 
like price controls is needed right now.” 

This member will be up for election 
in November. He faces stiff opposition. 
Many other members were getting similar 
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letters. They became fully aware of the 
fact that the people back home are 
watching their votes and waiting to re- 
venge themselves for any misstep. 

Overnight, the voters took the leader- 
ship away from Congress and the Presi- 
dent. Old issues were forgotten. New 
ones were being made by voters. 

Republicans and Democrats alike be- 
gan clamoring for controls. A Senate 
committee reversed its position after talk- 
ing things over during a day’s session, 
shifted its ground again the following 
morning. And President Truman, who 
had shied away from controls, agreed to 
accept them. 

Deep in the background is an aware- 
ness on the part of the politicians of the 
dangers to themselves of imposing on the 
people all-out price, wage and economic 
controls. 

In 1946, in the wake of wartime con- 
trols, Republicans recaptured Congress 
for the first time in 16 years. They were 
helped by resentments at wartime in- 
conveniences, black markets, petty irrita- 
tions. Both the President and the Repub- 
licans are aware of the fact that the same 
thing might happen again. 

The resentments would not leap up 
immediately. Few of the better-informed 
politicians expect them to affect the 1950 
congressional elections. Some Republi- 
cans say a stabilizing of the price situa- 
tion might help the Democrats this year. 
But they think the long-range reaction 
would work in their favor. 

If the Presidency had been at stake in 
1946, Republicans think they would have 
elected a President in addition to captur- 
ing Congress. If controls should go into 
effect, and a reaction should set in against 
them, Republicans figure they would 
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benefit in 1952—when a President is to 
be elected. 

But the big problem of office holders 
is to get through the November elections. 
Many of them think they glimpsed some 
signs in the Missouri primary of what 
may be a significant reaction of voters. 

Letters pouring into the offices of Sen 
ators and House members are asking 
many questions: Who is to blame for the 
failure to be prepared for the attack in 
Korea? What has happened to the big 
defense appropriations? Where are the 
men, the arms, the equipment the people 
thought were ready? 

A tone of shocked surprise sounds 
through the letters. Tanks stalled and 
lives lost for lack of fan belts are men 
tioned. And there is the recurrent, angry 
declaration that, with boys dying, the 
people are in no mood to look lightly 
upon hoarders and profiteers. 

Politicians whose jobs are dependent 
upon votes do not want to get caught in 
the way of that anger in November. They 
are trying now to get themselves in a 
clear position. 

But their days and nights are filled 
with worries. Fheir big question is: Will 
the voters blame the Republicans or 
the Democrats for the Korean setbacks? 
Which party will catch the brunt of the 
public dissatisfaction when the voters 
go to the polls? 

And this complicates their approach to 
the decision about controls. The politi- 
cians of both parties are afraid of con 
trols; and they are afraid, too, not to put 
them on. If prices get out of hand, the 
men who are up for election are in 
danger. Some of them thought they saw 
a hint of blame tor the Korean incident 
in the President’s rebuff in Missouri 
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Panic Buying Slows, Sales Stay High 


Reported from CHICAGO, SAN FRANCISCO and NEW YORK 


Rush to buy is fading. People 
find that they can get all they 
need of most things, so are not 
so eager to hoard. 

Trade, though, will go on 
breaking records. Public had let 
supplies of many goods run low 
and is stocking up again. 

Merchants, too, are revising 
their buying plans. They are try- 
ing to build up inventories after 
a hand-to-mouth policy. 


Panic buying is beginning to sub- 
side. This trend is noted by merchants 
in all parts of U.S. Shoppers no long- 
er are rushing to stores to load up on 
items they fear may become scarce. 
Grocers report a considerable decline 

food hoarding. Mail-order houses 
say that orders are dropping for tires, 
nylon hosiery, sheets and pillowcases. 

The explanation given by most store 
managers is that buvers got over their 
panic when they found supplies were ade- 
quate. In San Francisco, stores conquered 
panic by filling windows with displays of 
sugar, coffee and other goods i 
heavy demand. In most stores throughout 
the country, shelves stripped bare of 
goods by frantic buying were quickly re- 
plenished. That acted to convince shop- 
pers that few shortages were in prospect. 

Department-store sales in the Midwest 
indicate that consumer buying probably 
has passed the peak. In Chicago, sales 
dropped 4 per cent from the peak week; 
in Milwaukee, the sales decline was 3 per 
cent; in Detroit, 1 per cent. In New York, 
however, department-store sales con- 
tinued in a rise, attributed largely to 
buying of home appliances. 

Informal rationing also aids the de- 
cline in panic buying. One Chicago chain 
will sell no more than four tires, six 
sheets and a dozen pillowcases to a cus- 
tomer. Other stores limit nylon hosiery 
to three pairs to a customer. Some New 
York grocers hold back two-pound bags 
of sugar for regular customers. These 
practices are found to be widespread. 

There are few signs vet of any head- 
long rush by people to get out of money 
and into goods. Panic buying and rising 
sales do indicate that many people pre- 


soap, 
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fer holding goods to holding money, but 
money still is valued. Savings-bond sales 
are down about 25 per cent from a year 
ago, but still amount to better than 400 
million dollars a month. Savings ac- 
counts are being drawn down, but they 
usually decline during the vacation sea- 
son. Withdrawals from checking accounts 
are higher than a year ago, but they had 





they intended to buy a few 
hence. The imminence of 
credit controls hastens these decisions. 
A substantial drop in these sales, once 
credit controls go into effect, would not ' 
surprise New York merchants. 

Biggest increase in appliance sales jp 
the Midwest is in home freezers and re. 
frigerators. Home-freezer sales had been 


months 
consumer- 


BARE SHELVES: THEY SOON FILLED UP AGAIN 
The rush to hoard petered out 


been running higher for several months 
before the Korean war. Money and bank- 
ing figures indicate that people are spend- 
ing more of their income for goods, but 
are not dumping their money savings. 
Trade volume, however, is holding 
well above a year ago and merchants 
expect this buying to continue. A Chicago 
store’s sales recently ran 60 per cent 
ahead of 1949. That volume now is down, 
but the manager counts on sales to remain 
30 per cent or so above last year’s level. 
Appliance sales account for the 
bulk of the high volume of retail trade. 
There has been no letup in demand for 
home appliances and none is in sight. 
Merchants explain this uptrend as a de- 
cision by householders to buy now what 


lagging until the war scare, then jumped 
sharply. Some dealers report a_ sixfold 
jump in sales. That’s a sign that people § 
plan to be prepared for any food ration- 
ing that might develop. Refrigerator and 
washing-machine sales also are rising to 
new high points, but that is explained 
in part by the increase in home building. 

Radio and television sets are having 
a sales boom, too. This results from sev- 
eral factors. The prices of television sets 
are due to rise because an excise levy 
probably will be imposed on them. Then 
credit controls promise to make install- 
ment terms more stringent. And there is 
a prevailing belief that television manu- 
facturers will be diverted to war work. 
Actually, the manufacturers expect to 
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continue without interruption until the 
end of the year, at least. 

The upsurge in appliance sales has led 
to allocation by manufacturers. Most pro- 
ducers are shipping appliances to dis- 
tributors and dealers on the basis of 
recent volume. One West Coast dealer, 
whose sales averaged 12 to 15 refriger- 
ators a month, recently placed an order 
for 50 and had it cut to 25. That is typical 
of manufacturers of refrigerators, wash- 
ing machines, ironers and other major 
appliances. 

Actually, the prospect is for a large 
supply of appliances in the period ahead. 
Most manufacturers are turning out 25 
to 30 per cent more appliances than last 





PLENTY OF SOAP 


Furniture sales are running 50 per cent 
ahead of a year ago in the Midwest and 
the increase in other areas is near that 
mark. The trend turned upward several 
weeks before the Korean war. There also 
has been a rise in buying of shotguns and 
shells, golf balls, plumbing supplies and 
furs. The jump in fur sales is attributed 
to the prospect that the 20 per cent excise 
tax will remain on furs, thus offering no 
reason for delayed purchases. 

Farmers buving has increased, along 
with other consumer purchases. Farmers 
are rushing to get cars and often buy ex- 
tra sets of tires with them. Tractors and 
combines are being bought a year or two 
ahead of expected need and there is keen 





PLENTY OF MEAT AND EGGS 


90-day inventory. The urge to build in- 
ventories is spreading to soft-goods lines. 

The New York dry-goods market finds 
that merchants have ordered 25 per cent 
more autumn and winter clothing than 
last vear, for both men and women. Chi 
cago department that 
order cotton goods at this time to carry 
them through October are placing orders 
to carry them through January. Produc- 


stores normally 


ers, meanwhile, are refusing to take new 
orders until they get a better gauge of 
the market. The practice of quoting prices 
prevailing on the date of shipment is be- 
coming general. Manufacturers hesitate 
to quote firm prices now, and many are 
insisting on escalator clauses. 
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—Acme photos 


PLENTY OF BUTTER 


Warehouses are full, and likely to stay full through 1951 


year and some are doing even better than 
that. They expect to continue this rate 
through the year and don’t look for a 
cutback of more than 20 per cent in 1951 
from current phenomenally high levels. 

Buyers’ scramble for autos continues 
unabated. On the West Coast, used-car 
prices have jumped 10 per cent since the 
Korean outbreak. Used station wagons in 
low-priced makes went up $100 in a 
week. In Minneapolis and St. Paul the 
premium for “new” used cars has return- 
ed. In the lowest price ranges, premiums 
tun $400 to $500. Dealers are increasing 
trade-in allowances on used cars, revers- 
ing a policy of only a few months ago, 
and are returning to the practice of load- 
ing new cars with extra appliances. 
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demand for farm wagons, corn pickers 
and wire fence. 

Inventory policy has changed as a 
result of the upsurge in consumer buying. 
Merchants are abandoning their hand-to- 
mouth purchases and are ordering goods 
further in advance of need. The cautious 
inventory policy, fact, may have 
spurred panic buying. The sudden in- 
crease in consumer sales quickly stripped 
retailers of their stocks and gave rise to 
suspicion of shortages. It took replenish- 
ment of inventories to take the edge off 
frantic buying. 

Now merchants are extending their 
commitments. Appliance dealers are try- 
ing to carry stocks for at least a 45-day 
supply, and some want to build up a 


in 


Food dealers, however, are not increas- 
ing stocks even though buying is higher. 
In California, for example, mid-July fig- 
ures show that the average food purchase 
jumped from $2.70 a dav to $4 a day. 
Still, grocers are keeping no more than 
a normal day-to-day supply of most 
items, although stocks of some staples 
are being increased. A major West Coast 
food wholesaler finds no reason to add to 
inventories. He reports that he can fill all 
orders within three or four days. 

Few producers, in fact, expect any 
shortage of civilian goods to develop dur- 
ing the remainder of this year. And most 
are confident that supplies will be ade- 
quate for both civilian and military needs 
through 1951. 
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HOUSEWIVES FLINCH AT PRICES 


But Material Cost Threatens Worse to Come 


Retail prices, rising now, are 
to go higher. Tags will have to be 
marked up again to offset in- 
creased cost of raw materials. 

$1.50 beef, 85-cent coffee, 
$1.40 lamb chops are forcing 
pressure on Congress for price- 
wage-salary controls. Voters, 
watching dollars shrink, want 
brakes put on before it’s too late. 


All kinds of goods are beginning to 
be marked up in price in retail stores. 
The rise, barely started now, is to go 
on as retail prices reflect the big rise 
in prices of many raw materials. 

Demand on Congress for a price-wage- 
salary freeze, to be followed by a price 
roll-back and full controls, will be in- 
tensified if this rise goes on. A rise of 
only a few more percentage points in 
living costs could bring back full controls. 

The folks back home are telling their 
Congressmen that they want no more 
price spirals. 

Beefsteak at $1.50 a pound—in a few 
communities—shocked housewives. Lamb 
chops at $1.40 added to the flow of com- 
plaints reaching Congress. When the 
price of milk was marked up half a cent 
a quart in many places, pressure grew 
for controls. 

Eggs at 60 cents a dozen made a big 
dent in the family’s weekly food budget, 
after an increase from 49 cents in mid- 
June, 35 cents earlier. Coffee at 85 cents 
hurt, too. Other typical items went up 
as shown in the table on this page. When 
all kinds of household goods began to rise 
in price, heavier political pressure was 
felt by Congress. 

Living costs on June 15—just before 
war in Korea—on the basis of the U.S. 
Bureau of Labor Statistics consumer- 
price index, stood at 170.2 per cent of 
the 1935-39 level. By mid-July, those 
costs were at about 172 on the index. 
Now, after still more increases, they are 
at the highest level in history. 

It is when the cost-of-living index 
reaches 178.7—less than 4 per cent over 
the present level—that prices will be at 
the level favored by Congress for start- 
ing controls again. Prospect is that ris- 
ing prices will continue to generate 
pressure for controls. Why that is so 
is shown by prices of the commodities 
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that are used in the manufacture of goods 
people buy at retail. 

Cotton, for example, at 39 cents a 
pound, has been 15 per cent higher than 
it was just before war in Korea. Prices of 
shirts, sheets, house dresses and most 
other cotton products do not yet reflect 
the increase in cotton. 

Fine wool, at $2.38 a pound, has hit 
a record level. Yet woolen and worsted 
suits and dresses have not yet reflected 
this rise. 

Other textile materials, too, have 
been sent climbing in price by war. 
Nylon yarn has tripled in price on the 
resale market. That means cost increases 
for hosiery, and for lingerie. Consumers 
will find little if any relief in buying 
suits, dresses or lingerie of rayon. That 
commodity also is up in price. 

Foods at retail already include more 
of the wholesale-price rise than most 
other products that families buy and use. 
Yet further rises in prices at the farm 


Uptrend of Retail Prices 
(Typical levels around the nation) 
Mid-June* Now* 





T-bone steak, Ib. $0.98 $1.05 
Sirloin, tb. .89 -98 
Hamburger, Ib. 49 .53 
Skinless franks, Ib. 47 .53 
Picnic ham, Ib. .39 47 
Frying chicken, Ib. .43 .53 
Pork chops, Ib. .81 .88 
Bacon, Ib. 49 .59 
Eggs, doz. 49 .60 
Coffee, Ib. .74 .85 
Tea, 50 bags 55 .57 
Sugar, 5 lb. .45 .50 
Mayonnaise .38 41 
Bread, Ib. loaf 14 oS 
Milk, qt. 19 .20 
Television set 200.00 230.00 
Automatic dishwasher 219.50 229.50 
Pte: = me 
~s 

machine 199.50 209.50 
Innerspring mattress 59.50 64.50 
Electric blanket 24.95 29.95 
Wool rug 80.00 90.00 
Bedspread 2.71 2.98 
Bath towel .70 .74 
Man's shoes 13.95 14.20 
Woman's shoes 14.95 15.45 
Man’‘s shorts .79 .85 
Man‘s T shirt .69 .74 
Auto tire 16.20 17.00 
Gasoline, reg., gal. .245 .25 
Heating oil, gal. 116 .121 
Cigarettes, pack .18 19 
Typewriter 142.50 152.50 


*Excluding excise taxes. 


can make still bigger holes in the family 
food budget. 

Other costs of running a home are on 
the rise. The big items of household 
equipment already are being marked up. 
Yet most of these durable products do 
not yet reflect the rise in commodities 
at wholesale. Neither do they show the 
$10 to $20 rise that excise taxes are to 
cause soon for television sets and deep 
freezers. 

Steel of most kinds is being held in 
line at the mill. But manufacturers rush- 
ing to buy before allocations go on are 
paying dearly for steel in the gray market. 
Tin has shot up 25 per cent since war 
started. Even lead has risen, along with 
aluminum and magnesium. These in- 
creases can mean higher prices for re- 
frigerators, radios, pots and pans, alumi- 
num-frame furniture and many other pop- 
ular products. 

Autos, too, may cost more in time. 
Price rises in metals, in rubber for tires, 
textiles for upholstery can bring that 
about. 

Operating a car already is becoming 
more costly. Yet tires are marked up only 
5 to 10 per cent, while rubber has doubled 
in price. A new price rise for gasoline is 
in ‘effect, but motorists have yet to feel 
the increases that have hit lead for bat- 
teries and alcohol for antifreeze. 

Building a home is going to be a 
more expensive project, too. Yellow pine 
that sold for $75 per 1,000 board feet in 
mid-June now costs $86. Paint materials 
—zine oxide, rosin, turpentine—are up in 
price and still to be reflected in the prices 
of paint. 

All along the line the picture is 
much the same. Soap, pencils, shoes at 
the retail level are up in price. But be- 
hind. these retail prices are even bigger 
wholesale-price rises. Soap is up a penny 
or so, while tallow is up 77 per cent in 
price. Shoes are marked up 25 or 50 
cents a pair, while hides have risen 27 
per cent in price. 

Commodities that go directly into con- 
sumer products, as well as paper in 
which these products are wrapped and 
Diesel oil for the trains that transport the 
products, all have been marked up in 
price since war started. 

Result is to be still further increase in 
the cost of living when price increases at 
wholesale are fully reflected on price 
tags in retail stores. At this rate, pressure 
for direct controls on retail prices is to 
go on growing. 
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} LONDON. ...FRANKFURT....MADRID...~TOKYO..e. 
ots do 
odities >> If Joseph Stalin is thinking of starting a world war this August..... 
_“ j Crops are in his favor. Outlook is good both in Russia and in East Europe. 
deep Winter wheat is down a bit, but spring wheat is up. Total grain output in 
dae Russia will be near last year's 82.6 million tons, plenty by Soviet standards. 
rush- Soviet harvest, also, is early this year. So, by late August, peasants in 
we European Russia can be mobilized without endangering Soviet food supplies. 
+ with >> Odds, though, are still against World War III's starting this year, despite 
ein Korea, despite Formosa, despite Soviet pressure in Europe, Middle East, Asia. 
ete Western powers are neither ready for war nor expecting it this year. 
rpop- &@ Russia, though armed to the teeth, apparently doesn't want world war yet. 
on 3 Soviet aggression, as in Korea, seems calculated to advance Communism and 
tires, ( add to Soviet power without involving Russia in the risks of world war. 

that Best guess is that Russia will continue to play the game this way. 
ymin 
ye >> It's clear in Europe that Western powers won't be ready for world war for 
i: two or three years, if then. It takes time to vote money, turn it into trained 
» feel men, guns, planes, ships. The West is just getting into the arms race. 
t bat: U.S., through its ambassadors in European capitals, through meetings with 
be a Atlantic Pact powers, is doing some high-level prodding, urging speed, action. 
“pine U.S., as leader, is about to double its own arms spending. This will mean 
ee that about 15 per cent of the national income will go for defense of the West. 
up in Britain, finding a 10 per cent increase in defense Spending far short of 
oe need, now is talking of an increase nearer 45 per cent. This will take about 10 
re is & per cent of national income--if Socialist members of Parliament go along with 
pn . the Government program and accept some cuts in welfare spending. 
igger | France plans a 15 per cent increase in defense spending, letting defense 
enny ‘ absorb perhaps 9 per cent of national income. No one proposes all-out defense, 
“ estimated to call for doubling of France's present defense appropriations. 

n 27 Even if these increases go through, main burden rests on the United States. 
by >> European build-up is not to include a West German Army. Instead: 


and Industrial goods are to be Western Germany's contribution to the rearmament 





ny of Western Europe. Rearmament of West Germany is not in present U.S. plans. 
From what's known in Frankfurt, this is the procedure to expect: 

= First step is a special survey in London, Paris, Washington, Bonn to see 

nrice how West German industry can be geared into West Europe's defense needs. This 

sure @ survey is now under way. Next step is for foreign ministers, next month, to 


wes agree on lifting restriction now in force on German industry. 
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WORLDGRAM-=~ (Continued) 


By October, outlook is that West Germans will be allowed to produce more 
Steel than at present, maybe more aluminum and ball bearings, perhaps get back 
into some industries now forbidden, but not into arms manufacture. 





Only approach to German Army, as things stand, is through a small increase 





in the size of the West German police force. Increase of 10,000 gives Western 
Germany a total of 136,000 in police units of all kinds. But these are state 
forces, in the main, not under direct federal control, not subject to uniform 
training or equipment, no match for East Germany's fast-growing Army. 

Police job, as Allies see it, is to prevent Communist sabotage, smuggling, 





propaganda, riots. Defense job is for somebody else, not the police. 


>> Communist plan for Germany is becoming evident. It's to prepare the ground 
for a civil war, invasion from East Germany on the pattern of Korea. 
Communist agents have already infiltrated Western Germany in force. Some 





1,500 are known to be at work, Chancellor Adenauer reports. 

Propaganda is one part of the Communist job. Attempt is to get signers to 
so-called peace petitions, stir up hatred toward U.S. and occupation forces. 
Smuggling is on the agenda, too. Steady flow of scarce copper, lead, tin, ball 
bearings, medicines, telephone cables is going into Eastern Germany. Sabotage 
is another Communist assignment. Railways are a special target. Strikes are 
also to be engineered to prevent landing of U.S. Army equipment. 

Communist idea is to turn Germans against U.S. and other occupying forces, 





if possible force them out. Then, civil war between well-armed East German Army 
and unprepared West German police can start--Korea all over again. i 
Struggle is well under way now. Throughout West Germany, Communist activ- 
ity is at a new high, forcing U.S. to crack down hard, suppress a Communist paper, 
fight a whispering campaign, arrest Communist propagandists and rioters. 
Present U.S. program, though, may not be enough to check the Communists. 





>> U.S. loan of 100 million dollars to Spain, if finally approved, may turn out 
to be just a first installment. Madrid has some ambitious ideas. 
If Spain has her way, the 100 million will probably go into power develop- 





ments, railroad improvements and extensions, and mine rehabilitation. 

What Spain really wants is a good deal more than 100 million. Proposals to 
Washington in the past have ranged between 200 million and a billion dollars. 
Tendency in Madrid will be to regard the 100-million loan as a starter, a token. 














Bases for U.S., suggested by some in U.S. Congress in return for the loan, 
probably can't be had for 100 million dollars. They'll take bargaining. 





U.S. military idea about Spain, actually, is to improve port facilities 4 





there, improve the railroads, build a few airstrips for use in time of war. 
Loan, however, doesn't put Spain in Atlantic Pact. Some members may object. 


>> In Tokyo, Formosa crisis is beginning to overshadow the war in Korea. 
U.S., in a war over Formosa, may find itself almost alone, with few allies. 

India supports U.S. in Korea, but won't in Formosa. Pakistan, Burma feel 
the same way. Other Asians, as in Southeast Asia, Indonesia, won't welcome a 
direct conflict between U.S. and Communist China. British Empire is split over 
Formosa, with India against U.S., Australia probably for, Britain uncertain. 

Danger to U.S. is that conflict over Formosa may cost her the few friends 
she has left in Asia, open the rest of Asia to rapid Communist conquest. 
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> Prince Baudouin of Belgium emerges 
from a near civil war in his usually busy, 
well-ordered little nation as the next 
wearer of the Belgian crown. The Prince, 
a solemn, somewhat bewildered youth of 
19, assumes the leadership of a country 
he has scarcely known since he was 9 
and of a people to whom he is to a 
great extent a stranger. 

~ He inherits a still smoldering national 
row, precipitated by his strong-minded, 
haughty father, King Leopold, a monarch 
made unpopular by a questionable war 
record, marriage to a commoner and his 
own overbearing ways. Belgians are hope- 
ful however, that, under Baudouin, the 
country can be knit together for a united 
approach to the defense of Western Eu- 
rope against Communism. 

Communists have become a newly 
sharp worry to the Belgians. In the riots, 
marches and strikes that preceded Leo- 
pold’s signing of an instrument of abdi- 
cation, local party-liners proved them- 
selves adroitly effective trouble makers. 
Their numbers are relatively few, but 
their influence and resourcefulness had 
been underrated. 

How easily Baudouin may wear his 
crown under all these circumstances has 
become a question. He himself has never 
been an issue. There has been no dispute 
about the continuation of the monarchy, 
because it is the crown that holds together 
two disparate segments of population 
with different languages and traditions, 
the Walloons and the Flemish. The only 
issue has been Leopold. 

Education of a prince. In all things, 
Leopold has tried to make Baudouin a 
likeness of himself. He has sought to in- 
still in the boy his own qualities of will, 
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his own determination and decisiveness, 
his own hobbies, likes and dislikes. He 
has not altogether succeeded, however. 
The Prince has had a rigid training in 
aristocratic schools, by private tutors and 
under Leopold himself. He learns slowly 
and so has spent many patient hours 
over his books. He finds mathematics, 
a subject in which his father delights, 
especially trying. And recently he has 
had to undertake a study of constitutional 
law and intensive courses in history. 
Baudouin has had little social life. He 
dislikes big assemblages. His closely knit 
family has lived quietly in Switzerland 
for several years. He is much attached 
to his father and to his stepmother. Those 


;} who know the situation say it will be a 








wrench for the boy to separate himself 
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-Berryman in the Washington Evening Star 
THE HOT SEAT 
Father was unpopular 


Easing of Belgium’s Strife and Chance for More Stability 
Go With Transfer of Crown to Solemn Prince Baudouin 


from the family group and go ahead, sur- 
rounded by strange advisers, as King of 
the Belgians. 

His life has not been an easy one. 

Life of a prince. Baudouin was born 
on Sept. 7, 1930, the second child and 
first son of Leopold and Astrid, the 
beautiful and highly popular Swedish 
Princess whom Leopold had made his 
Queen. When the boy was 5, the mother 
was killed in an automobile accident. 

The Prince was given over to the care 
of a Dutch governess. He spent many 
holidays in Holland, for which there was 
much criticism of Leopold. Characteris- 
tically, the King shrugged the criticism 
off and directed Baudouin’s activities as 
he thought best. 

The war came. In 1940, Leopold sur- 
rendered the Belgian Army to the Nazis 
and submitted himself as a prisoner of 
war, for which he never has been for- 
given by a large portion of the Belgian 
people. With the family, he became a 
“prisoner of war” in the royal palace at 
Laeken. 

While “imprisoned,” Leopold met and 
married a beautiful commoner, Liliane 
Baels, the daughter of a prosperous 
Ostend fish merchant. She captivated the 
child, who was 10 at the time, and there 
is an enduring affection between them. 
The Belgians did not like the second mar- 
riage. 

When Allied troops landed in Nor- 
mandy, the Germans removed Leopold 
and his family to a chateau in Germany. 
The family remained in “captivity” until 
liberated by American troops. 

But, even then, there was no return to 
Belgium. The Leopold question already 
was a hot dispute there. The Allied com- 
mand vetoed a triumphal return. It did 
not want a strife-torn Belgium behind 
the troops who soon would be advancing 
into Germany. Leopold and his family 
went to Switzerland, where they have re- 
mained for the most part ever since. 

“La question royale.” Leopold, un- 
bending, determined to vindicate him- 
self, agitated ceaselessly for a return to 
his throne. In Belgium he was backed by 
the Catholic Party, and the Flemish. 
Socialists, strong in French-speaking 
areas, were and are bitterly opposed. The 
dissension over Leopold grew more and 
more heated. 

A referendum on the question of his 
return gave the King a slight majority, 
but one still so thin that many deemed 
it inadvisable for him to make it the basis 
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Here is a Simple, 
Practical Solution 


Commercial Credit has a pro- 
posal that can increase your 
Working Capital 20%, 30%, 
40% or more. We will not buy 
stock debentures, other capital 
issues or become a partner in 
your company. But we can offer 
you the advantages of these 
ways of raising Capital without 
the disadvantages. 

This result is accomplished 
quickly, usually within four 
or five days after the initial 
contact. It is accomplished 
without any fees, commissions, 
or other preliminary charges. 
Our way enables you to retain 
full ownership. There is no 
dilution of control or profits. 

Commercial Credit funds are 
available as long as you need 
them, but there is no cost if 


your need for extra capital is 
eliminated. Our one charge is 
reasonable and (unlike divi- 
dends) it is a business expense, 
tax deductible. 


Use Our Money to 
Make More Money 


Business volume is good but 
competition is keener and profit 
margins lower. This condition 
gives a decided advantage to 
the company with sufficient 
capital to take advantage of 
favorable buying opportunities, 
keep production methods mod- 
ern, carry on aggressive sales 
and merchandising activities. 
Just phone, write or wire the 
nearest Commercial Credit 
Corporation office below and 
say, “Send me complete in- 
formation about the plan re- 
ferred to in U. S. News.” 


COMMERCIAL FINANCING DIVISIONS: Baltimore 2 = New York 17 ® Chicago 6 
Los Angeles 14 # San Francisco 6 ...and more than 300 other financing offices 


in principal cities of the United States and Canada. 
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of a return to Belgium. Cabinet afte; 
Cabinet was formed and each fell oye; 
the Leopold crisis. 

Meanwhile, Belgium had been one of 
the first European nations to recover 
from the war and stabilize itself eco. 
nomically. Things were approaching 
comparative prosperity. But political sta. 
bility could not be achieved so long as 
the problem of Leopold remained yp. 
settled. 

Ultimately, Leopoldists became strong 
enough in Parliament to invite him back 
But this was done with the general un. 
derstanding that he would return only to 
abdicate in favor of Baudouin, a condi- 
tion that Leopold did not want to accept. 

The “triumphal return,” on July 22, 
became an almost furtive entry into 
Brussels. Leopold, Baudouin and his 
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KING AND PRINCE (1937) 
A strong-minded monarch 


younger brother, Prince Albert, landed 
at the Brussels airport. Disorders were 
threatened. Troops had been mustered. 
The royal party drove through empty 
streets, cleared of people by the police, 
to Laeken palace. 

Insurrection. The disorders quickh 
developed. Socialist crowds marched in 
the streets. There was a nearly general 
strike by the Walloons. Troops fired on 
demonstrators. Civil war was openly dis- 
cussed, openly urged and _ threatened. 
Socialist leaders had planned on con- 
trolled demonstrations, but Communists 
were at work, inciting mobs in the cities 
and stirring up unrest elsewhere. The 
situation was getting out of hand rapidly. 

Baudouin, personally helpless, like his 
father became virtually a prisoner at 
Laeken. Delegations of politicians came 
and went, but they talked to Leopold, 
not to the Prince. They found the King 
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in an obdurate mood, inclined to give 
orders rather than accept advice. Once, 
with abdication papers drawn up and 
apparently agreed upon, Leopold changed 
his mind and refused to sign. 

Throughout Belgium the strife grew 
and grew. In the end Leopold was given 
a clear choice between surrender and 
civil war. He surrendered. Strikes and 
demonstrations were called off. But Leo- 
poldists in Flanders were dissatisfied. 
Thev threatened trouble, though appar- 
ently less serious trouble than the Social- 
ist Walloons had been creating. 

In any event, the Flemish have no 
objection to Baudouin. The royal path 
for him was cleared. He will become 
King on Sept. 7, 1951, when he will be 
21 years old. Meanwhile, a regency is to 
be established to guide him. And, mean- 
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THE ROYAL FAMILY (1950) 
A nation split in two 


while, Leopold apparently will not be 
permitted to remain in Belgium. 

Leopold’s continued presence in the 
country obviously would serve only to 
promote renewed civil strife. Anti-Leo- 
poldists would be continually suspicious 
of his influence over the shy, lanky, be- 
spectacled boy who is doing his best to 
act like a King but now is to be cut off 
from the people to whom he is most 
firmly attached. 

So the royal road will not be easy for 
Prince Baudouin. Nevertheless, with the 
Leopold question in process. of being 
solved, Belgium is being given an excel- 
lent chance of achieving political stabil- 
ity, if somewhat slowly, and making her 
contribution to the defense of the West. 
The tragedy of the recent events, to most 
minds, is that they came at a time when 
unity, in the fact of the Communist 
threat, was of highest importance. 
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and processing, to plan volume, prices, 
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B&O’s Sentinel Service is supported 
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HOW COMMUNISTS OPERATE 


AN INTERVIEW WITH J. EDGAR HOOVER 


Director, Federal Bureau of Investigation 





EDITOR’S NOTE: What should a citizen know 
about subversive activities? What should he do? 

Is there any danger to the U.S. in the mild- 
mannered acquaintance who insists that Russia 
is the only true democracy? 

President Truman recently asked that organi- 
zations and individuals report to the FBI all in- 
formation “relating to espionage, sabotage and 
subversive activities.” 

To get an inside view of some of the problems 
which the President’s request raised, U.S. News 
& World Report put a series of questions to J. Ed- 
gar Hoover, director of the FBI. The questions 


and his replies follow. 





J. EDGAR HOOVER has headed the Federal Bu- 
reau of Investigation for 26 of his 55 years. 

Study at night won him two law degrees by 
1917, in his native Washington, D.C.; then the 
Justice Department hired him. He rounded up 
alien subversives after World War I, and in 192] 
was appointed assistant chief of the FBI by Har- 
lan Stone, then Attorney General and later Chief 
Justice. He became Director in 1924. 

In World War II, espionage and sabotage were 
special FBI targets, and after the war the Commu- 
nist infiltration. Also there was the loyalty check 
on 2.5 million U.S. employes plus the 120 major 
laws under the FBI's specific guard. 








Q Do you think, Mr. Hoover, that Communists 
are basically agents of a foreign country, or do you 
draw a distinction between those who are philosoph- 
ical Communists and those who are tools of the Com- 
munist spy rings? 

A The teachings of Communism are directed to- 
ward one final result—world revolution and the tri- 
umph of international Communism. The achievement 
of this aim would mean the violent and complete 
destruction of the American Government. Any per- 
son who subscribes to these teachings, regardless of 
his reason, is working against American democracy 
and for the benefit of international Communism’s 
chief leader, Soviet Russia. The “philosophical Com- 
munist” who advocates Marxism-Leninism might just 
as well be working as an agent of a foreign power be- 
cause he is aiding its cause. He is, in fact, however, 
being “played for a sucker” by the Communists, who 
consider him a ‘“‘dupe,’’ a person not to be trusted but 
only to be used and then discarded. 

Q Do your investigations show that the basic al- 
legiance of a Communist is to a foreign government 
rather than our own Government? 

A Most emphatically. As I mentioned in my pre- 
vious answer, the ultimate loyalty of fully indoctri- 
nated Communist Party members is to Moscow. Stal- 
in is represented as the foremost leader of interna- 
tional Communism, the omnipotent oracle from 
whom all wisdom flows. The Communist Party is 
today a Trojan horse of disloyalty, coiled like a ser- 
pent in the very heart of America. 

It may mouth sweet words of “peace,” ‘“democ- 
racy,” “equality,” and flourish gay slogans of “inter- 


national solidarity” and “brotherhood of men,” but 
its body and feet are from the Russian bear. Wher- 
ever the Trojan horse of Communist fifth columns 
has walked, the indelible footprints of Russian im- 
perialism remain behind. 

Q How do the Communist “cells” operate? Are 
these the training units out of which larger numbers 
of Communists are recruited? 

A The basic unit of the Communist Party is the 
club. These clubs may be “shop” or “industrial” 
clubs, that is, Communist units within a special man- 
ufacturing or industrial plant, or “neighborhood” 
clubs, drawing members from residential areas. These 
clubs are co-ordinated through an elaborate appa- 
ratus, from ward, city, county, State and district or- 
ganizations to national headquarters in New York 
City. Because of security reasons, they have now 
been divided into small groups consisting of three to 
five members. In these clubs the Communist Party 
conducts its basic and fundamental activities: in- 
struction in Marxism-Leninism; organization of pres- 
sure campaigns; the passing out of leaflets and hand- 
bills; the circulation of petitions. Here Communist 
literature is sold; dues collected; instructions re- 
ceived from “higher officials” disseminated. The club 
is the basic operating unit of the Communist Party. 
Through the club, of course, new members are re- 
cruited and indoctrinated. 

Q Do your studies of the Communist techniques 
over the years show that the Communists are trained 
to lie about their status? 

A The basic premise of Communism is deceit and 
hypocrisy. The Communist philosophy teaches that 
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Threat to America’s War Industries ... What the Public 





Can Do... « ‘Philosophical’ Members Are Enemies, Too 


every available means must be utilized to achieve the 
final end—world revolution. For this reason the Com- 
munist will lie, cheat and resort to any tactics which 
will gain his end. He will advocate today exactly 
what he denounced yesterday. And with a straight 
face! Has he lied? No, he will say, he’s only carrying 
out party policy. The concept of morality and fair 
play, as practiced in our democracy, is alien and re- 
pugnant to him. Moreover, the Communists employ 
a purposive double-talk, roundabout style, known as 
“Aesopian language,” in their literature and speeches, 
designed to deceive and evade, to clothe their true 
thoughts. This technique, utilized by Lenin, is the 
very epitome of deceit. 

Q What does membership in the Communist Party 
really mean? Does it mean a formal joining or does 
it mean informal adherence? 

A When an individual joins the Communist Party 
he agrees to accept, in full, the principles of Marx- 
ism-Leninism. I mentioned previously that to accept 
these teachings means, in the final analysis, work- 
ing for world revolution—in the boots of Russian 
imperialism—and the destruction of American de- 
mocracy. 

There is no halfway point: The individual accepts 
fully these obligations or he does not become a mem- 
ber. If later he refuses to abide by these rules—as de- 
fined by the party hierarchy—he is “expelled.” This 
is no “informal adherence.” You are either a full 
member or an “enemy.” 


No More Party Cards 


Q Do Communist members carry cards any more? 
Did they previously carry cards? 

A As a security measure no Communist Party 
membership cards were issued in 1949. In previous 
years, with certain exceptions, they were issued. I 
might mention, in this connection, that the open main- 
tenance of membership records has been discontin- 
ued. Today the Communist Party is becoming more 
and more deceitful and underhanded in its opera- 
tions. 

Q Are there any sections of the country which are 
relatively free from Communists? 

A Communists may be found in most sections of 
the United States. Of course, in some areas, the Com- 
munists are more thickly located than in others. But, 
as a general rule, the Communists are less strong in 
agricultural areas. And there is a reason for this. 

Q In what centers do Communists tend to congre- 
gate. 

A The Communists are strongest today in the in- 
dustrial areas of the United States—in States such as 


New York, California, Illinois, Pennsylvania, Ohio 
and Michigan. Of course, these States being heavily 
populated, you would expect more members there 
than in the less populated States. But that is not the 
entire reason. The Communists, as a basic principle 
of infiltration, are interested in possessing strength in 
heavy industry, that is, coal, steel, rubber, automo- 
bile, etc. It is here that, in event of an emergency, they 
can do their greatest harm to the country’s economy. 

Moreover, in these industries one Communist Party 
member located in a strategic job can wreak damage 
completely out of proportion to his own strength. 
Through this “heavy-industry concentration policy” 
the Communists are able to exercise a power far in 
excess of their numbers. In fact, one of the highest 
ranking leaders of Communism in the United States 
has openly admitted: 

“The Communist Party bases its work directly 
upon the mills, mines and factories. Its principle 
is to make every shop a fortress for Communism 
. .. It concentrates its work upon the heavy in- 
dustries and those of a war character.” 

That is one of the potential sabotage dangers facing 
America today. 


Why Convictions Are Difficult 


Q Are there many suspected Communists or sus- 
pected agents of foreign governments who could not 
be successfully prosecuted even though you have con- 
siderable suspicion about them? 

A The matter of prosecution, of course, is the ex- 
clusive responsibility of the Department of Justice. 
However, to successfully sustain a prosecution, legal 
evidence is necessary. Our laws regarding espionage 
are technical, requiring legal evidence, which is often 
most difficult to obtain because spies do not carry 
on their activities in the presence of witnesses but 
under a cover of stealth, because party members 
trained in deceit either decline to furnish information 
or misrepresent the facts in an attempt to conceal the 
acts of their associates. 

Q Is this because you need corroborative evidence 
and this is not always possible to attain, or is it be- 
cause the laws at present are not clear concerning 
the unlawfulness of Communist activities? 

A We have had frequent cases in the past where 
we have developed the full facts, but, due to the pas- 
sage of time, the fleeing of witaesses from the United 
States, and other matters beyond our control, the de- 
velopment of corroborative evidence is physically im- 
possible. As to the adequacy of existing laws, this is a 
matter not within the province of the FBI. 

(Continued on page 32) 
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Q Have you suggested from time to time to Con- 
gress any principles that might be embodied in legis- 
lation concerning Communists? 

A The FBI is not a policy-making organization 
and the advocacy of specific legislation is not within 
the scope of its authority. The FBI, however, has fur- 
nished, from time to time, its observations to the At- 
torney General on ways to strengthen its activities. 

Q Does the FBI have adequate means for the de- 
tection of Communists who are foreign agents or sab- 
oteurs? 

A The Communists, foreign agents and saboteurs 
operate behind a smoke screen of stealth and decep- 
tion. There must be a starting point in every investi- 
gation. The FBI has the means of detection if it re- 
ceives sufficient information on which to predicate an 
investigation. 


Every One a Potential Spy 


Q Is the FBI interested in knowing of the detection 
of any Communists, or is it interested only in those 
who are connected with espionage rings or possible 
sabotage? 

A The FBI is primarily interested in those mem- 
bers of the Communist Party who might be engaged 
in espionage, sabotage, or who constitute a potential 
threat to the internal security of the United States. 
Increasingly, however, with the development of the 
outward manifestations of a revolutionary movement 
in the Communist Party, the FBI is interested in 
knowing the identity of all Communists in the United 
States, as any Communist, properly qualified, might 
be recruited into espionage. He may today be circu- 
lating peace petitions or selling Communist literature. 
Tomorrow he may be sabotaging American industry 
or serving as an espionage courier. We are interested 
in identifying, therefore, every member of this inter- 
national conspiracy in our midst, because every 
Communist is a potential saboteur and espionage 
agent. 

Q Would you, for instance, have an actual list of 
55,000 Communists, or is this an estimate? 

A When the figure of 55,000 Communists in the 
United States was made public, there was consider- 
able speculation in party circles as to the accuracy of 
the figures. Later, when detailed tabulations by States 
were made public, the Communists in various dis- 
tricts manifested great concern as to where we ob- 
tained our figures. 

Q Are there many Communists who have con- 
fessed and turned in valuable evidence to the FBI? 

A An individual who has seen the error of his ways 
and has been converted from the ensnaring tentacles 
of Communism can be as reliable as any other type 
of witness. Many former members of the Communist 
Party have been of invaluable assistance in our inves- 
tigations. 

Q What motivates these Communists to confess 
their relationships with espionage, etc.? 

A What motivates one person might be a minor 
factor for another individual. Many influences affect 


these individuals, causing them to seek the truth. 
However, from an over-all point of view, one factor 
emerges crystal clear: These individuals have realizeg 
that Communism was a falsehood and a perversion of 
the truth. 


Many Disillusioned 


Q Do you believe there are many people who for- 
merly were Communists and who now have changed 
their views? 

A Many individuals associated with the Commu. | 
nist movement—even some of those in high places— ' 
have become disillusioned with this godless conspir- ] 
acy and have renounced their allegiance. They have 
tasted of Communism and found the taste bitter and 
repugnant. Many of these men and women hoped, 
through joining the Communist Party, to work for a 
“bright new world,” for peace and improved democ- 
racy. But these hopes became shattered—for some 
quickly; for others more slowly. 

Once inside the Communist world they could see 
with their own eyes the hypocrisy, deceit and terror 
which is the essence of Marxism-Leninism. They rec- 
ognized Communism for what it is—brutal tyranny 
coated with false hopes and promises. For them there 
was only one course: to renounce Communism. 

The fact, however, that they have seen the errors 
of their ways and renounced Communism does not 
entirely excuse their wrongs. The alibi that every per- 
son was radical in his youth or was a Communist 
sympathizer in the 1930s is a malicious falsehood. 
The great masses of Americans never fell for the 
schemes of the Communist swindlers. 

Q Do you generally find that confessed Commu- 
nists or confessed espionage agents are reliable in 
their testimony—that is, where you have been able to 
verify or check upon their statements with one or 
more witnesses? 

A The testimony of any person must be judged on 
the basis of that individual’s knowledge of the truth, 
his ability to know of what he speaks, and, from a 
practical standpoint in any type of case, the value of 
his testimony must be interpreted by corroboration. 
In each case we endeavor to verify information fur- 
nished us. In some instances the very nature of the 
information makes verification impossible, such as 
a meeting of two people. But, if one of the individuals 
traveled extensively, or stayed in the locale, these 
facts, subject to verification, can lend credence to his 
story. Weight must be given to the witness whose 
recital of facts can be verified by proof. 

Q Does the FBI determine who shall or shall not 
be prosecuted, or is the function of the FBI solely to 
collect the information and transmit it to the Crim- 
inal Division of the Department of Justice? 

A The FBI is the investigative arm of the United | 
States Department of Justice, charged with the duty | 
of investigating violations of the laws of the United 
States, collecting evidence in cases in which the United 
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is solely and exclusively that of investigation, to ob- guards to protect the innocent, are necessary. A pri- 

= truth, tain the complete and accurate facts. The FBI does vate citizen or even a great metropolitan daily paper 

€ factor not, at any time, evaluate, make recommendations or does not have the facilities to make the investigations. 

realized draw conclusions from the results of its investigations. Hence, many exposures can be made only through an 

sion of That is the responsibility of the Criminal Division and official investigating committee possessing the power 

the United States attorneys. of subpoena with persuasive facilities such as laws 

Q Do you believe that pitiless publicity will be covering perjury and the power to cite for contempt. 

helpful in running down Communists? Q Are there any suggestions you can make as to 

‘ho for- A Absolutely. The Communists, by their very na- how the public can detect Communists and report 
hanged | ture, are conspiratorial. They operate under a cloak them to the FBI? 

of deceit. Communism can be defeated by an alert A A Communist is not always easy to identify. He 

ommu- } and aroused public opinion, conscious of the evils of is trained in deceit and uses cleverly camouflaged 

laces— ) Marxist-Leninist chicanery. The newspapers and movements to conceal his real purposes. But he may 

‘Onspir- magazines, the radio and television, by informing the frequently be detected by certain common character- 

y have § nation of the true character of Communism, are ren- istics. He will always espouse the cause of Soviet 

ter and dering invaluable services. Russia over that of the United States. His viewpoint 

hoped, I would never fear Communism in America if all and position will shift with each change in the Com- 

k for a Communists were out in the open, peddling their munist Party “line.” He will utilize a language of 











democ- wares in the market place of free speech and thought. “double talk’”—referring to the Soviet-dominated 

r some But they are not. We cannot meet them on an even countries as “democracies” and complain that the 
basis. They are working behind the masquerade of United States is “imperialistic.”” He will attempt to 

uld see hypocrisy. For this reason America must be vigilant infiltrate and gain control of organizations and sub- 

| terror to recognize Communism for what it actually is—a vert them to the use of the party. 

cy rec- malicious evil which would destroy this nation. My advice to the public is this: 

yranny Q Do you believe that public exposures through Be alert to the dangers of Communism. Report 

n there congressional committees, when properly safeguard- your information immediately and fully to the FBI. 

mm ed to avoid implication of innocent parties, could be Avoid reporting malicious gossip or idle rumor. The 

errors helpful in drawing public attention to instances and FBI is interested in receiving facts. Don’t attempt to 

ce a episodes involving espionage and other Communist make private investigations. Leave that to trained in- 

'Y pe activity? vestigators. Don’t circulate rumors about subversive 

nna A With the laws of libel and slander militantly activities or draw conclusions from information you 

~— used by subversives, exposures under oath, with safe- furnish to the FBI. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance ) 





Special Report 
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THE WAY TO GET A WAR CONTRACT 


You Need to Know New Rules, New People 


If you're interested in getting 
wor orders: 

Go to big companies with 
prime contracts. Get in touch 
with buying offices of armed 
services. Find exactly what you 
can make that armed services 
want. 

Billions will be spent on orders 
for 2.5 million items. 

Here are the general rules as 
a guide in seeking orders. 


Businessmen, thrown back sudden- 
ly into the business of war, are in a 
scramble to find out what they can 
do and whom they can do it for. 

Contracts built up during the last war 
are mostly lost. Buying officials in Gov- 
new. Procedures are 
contract 
new 


ernment are 
changed. There are 
forms, new telephone 
faces, new office locations. 

With billions of dollars to be spent on 
food, clothing, hardware, guns, 
planes, tanks—2.5 million different items 
—businessmen need to know how to pro- 
ceed if interested in getting their share 
of business. 

To help out those who need and want 
guidance, advice on how to get a Gov- 
ernment order was sought from federal 
buying officials, from representatives of 
large corporations in Washington, from 
Congress experienced in 


revised 
numbers, 


she eS, 


members of 
guiding constituents, from five percenters 
who act as agents in bringing Govern- 
ment and businessmen together. 

Their advice follows: 

A general tip is to look for work at 
home. You may save vourself a frustra- 
ting, expensive trip to Washington. 

Subcontracts offer best hope for nine 
out of 10 concerns. That’s the word from 
Government and businessmen who know 
their way around. The armed forces now 
tell who prime contractors are, what they 
make, their home towns and the value 
of their contracts. You can get that from 
the new “contract award list” published 
weekly by Commerce Department and 
distributed to 2,100 Government offices 
and chambers of commerce around the 
U.S. By consulting that list, a maker of 
electric parts, tor example, might find a 
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prospect among concerns making guns 
or other weapons. 

“If you don't know someone, write to 
the company president,” says a Washing- 
ton office manager tor a big company. 
“We need more suppliers.” 

Local orders can be turned up at the 
nearest military base, too, by alert busi- 
nesses. Posts buy enormous amounts of 
all kinds of 
with little red tape. To get into this mar- 
ket, register with the post purchasing 


merchandise and _ services, 





—Dept. of Defense 


PENTAGON SWITCHBOARD 
The key number: Liberty 5-6700 


offices and the big general depots. Army, 
Navy and Air Force all publish pamphlets 
giving addresses of their buying offices. 
A point to remember is that a local pur- 
chase usually requires immediate de- 
livery of the entire order, so you have to 
be ready for fast action. 

For prime contracts, vou will have 
to work hard and, at this time at least, 
figure prices very closely. “Some busi- 
nesses, says one man, “figure it’s smart 
to take a few contracts for a song right 
now, just to get their feet wet and find 
out how the red tape’s working.” 

The chart on the opposite page lists 
some pointers for a sales effort under 
new rules. 

Making contacts still is the first step. 
But some different aids are available. 
A starting point is to query the Penta- 
gon’s Procurement Information Office 
and the General Services Administration’s 
Supply Inquiry Office, as listed in the 
chart. They will tell you where to go 


next, where to find the individual 
branches that buy what you make. 

Unlike the situation in World War IL 
much buying of common items now js 
being done by one service for all three 
This single-service purchasing is sum. 
marized in a Munitions Board booklet— 
“Purchase Assignments.” A manutacturer 
of kitchen utensils, for instance, will now 
sell only to the Army, even it he sold to 
20 different arms and branches of the 
services in World War II. 

General Services Administration, ere- 
ated only a year ago, is changing things 
too. It now is the biggest federal cus- 
tomer on the civilian side. Its Federal 
Supply Service buys strategic materials, 
and most of the Government's house- 
keeping supplies and equipment. You 
can expect the military to use GSA chan- 
nels increasingly for civilian goods they 
need. 

Cheapest way to track down your op- 
portunities, in the maze of bureaus, is t 
get on mailing lists of agencies that may 
be customers. You will nave to sign ap- 
plication torms, describing your business 
and giving its net wortn. But being on 
the lists will bring invitations to bid on 
contracts tor your products or services. 

You can check the new dail 
synopsis of bid invitations. It summarizes 
each day's How of bid invitations coming 
out of federal buying ottices from coast 
to coast. Free copies are mailed each day 
to the 2,100 local offices co-operating 
with Commerce Department. 

Winning orders, atter you locate a 
chance to compete, takes more effort 
than most private sales. “It’s not a silver- 
tray business, and that can’t be empha- 
sized too much,” according to the Wash- 
ington spokesman for an electrical-equip- 
ment company. “We are a big outfit, s 
we have an edge on military work. 1et 
we get our share by meeting competition 
Smaller companies will have to do the 
same.” 

Specifically, businesses are urged t 
provide federal purchasing agents with 
catalogues, references to any items sold 
to other agencies, precise facts on plant 
equipment and products. “Letters that 
say ‘I can make anything’ are filed in the 
wastebasket,” one official said. Other tips 
are these: 

Trifles are important, with the Gov- 
ernment. Fill out forms carefully, com- 
pletely, and always include extra copies; 
check postage—the Government wont 


also 
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accept postage-due mail; sign documents 
exactly as indicated on the form. 

Learn federal specifications on your 
preducts. You have to meet them. The 
three services and GSA all publish in- 
dexes of their specifications, available at 
nominal charge on written request. 

Study new forms. Some long and com- 
plicated papers have been abandoned in 
favor of simple one-page documents. You 
will want copies of GSA Form 30 (In- 
yitation and Bid); GSA Form 32 (Gen- 
eral Provisions of Supply Contracts); 
GSA Form 33 (Invitation, Bid, and 
Award). They are being used increas- 
ingly throughout the Government. 

Hire a Washington representative only 
when sure of the need. Agents are not 
outlawed, despite the outcry over in- 
fluence peddlers. One new rule is on the 
books. When you sign a contract now, 
you will state whether you employed or 
retained any company or person other 
than a full-time employe to solicit or 
secure the contract. 

If you did, you will have to fill out 
GSA Form 119, showing pay and ex- 
pense money given to the agent; duties 
he performed in connection with the 
contract; the terms of vour agreement 
with him. It is a criminal offense to make 
a willfully false statement on the form. 

“We are trying to eliminate phonies, 
without hurting legitimate agents who do 
essential leg work for out-of-town com- 
panies,” according to a highly placed 
Pentagon official. He added: “With the 
new information system on bids, the 
change to simple contracts, and more 
centralized buying, most businessmen 
can find out about as much at home as 
they can by coming to Washington, or 
by hiring an agent here.” 

The campaign for contracts, how- 
ever, brings businessmen to Washington 
in droves. The Pentagon official quoted 
above had 45 visitors in his office during 
the week before the Korean war broke 
out. He had about 370 visitors the next 
week, and the total grows. He was get- 
ting 25 letters a day; now there are more 
than 300. 

The object of interest is the growing 
flood of orders for everything from bobby 
pins to tanks. Here is a rough outline of 
Government business at this stage: 

Military buying, counting letters of 
intent, is moving up to the rate of 12.5 
billion dollars a year—for planes. guns, 
tanks, ammunition, radar, other weapons. 

Stockpile purchases, of 64 minerals 
and materials, are to be at the rate of 
around 1.5 billion dollars a year. 

Civilian-type goods and services of 
every description are being bought at 
the rate of about 2 billion dollars a year. 
These purchases will climb if new federal 
agencies are established, as seems likely. 

For many firms, federal orders will be- 
come a major source of business. Learn- 
ing how to get those orders is once more 
necessary for executives. 
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Solicit the largest firms in your line. Subcontracts 
are best hope for 9 out of 10 businesses. Write 
to company presidents or any personal contacts 
you have. 























Get in touch with Central Military Procurement 


Information Office (Room 3D760, Pentagon, Washington pe 
25, D.C.; phone Liberty 5-6700, extension 75321) and If 
with Federal Supply Inquiry Office (Room 7114, i 
Seventh and D Streets, $.W., Washington 25, D.C.; phone } 
District 5700, extension 6647) i 


Get on mailing lists of 
military agencies, of 
Federal Supply Serv- 
ice and other civilian 
agencies. They tell you 
what is needed, bring 
invitations to bid. 


Specify exactly what 
you make or sell. Ask 
these offices for names, 
addresses, phones of 
officials who buy your 
line. Ask for mailing- 
list application forms. 


Write or wire an agency if, after filing mailing-list 
application, you don’t get a batch of invitations to 
bid within 30 to 40 days. 


Acknowledge invita- 
tions to bid, whether 
you bid or not, or you'll 
be dropped from mail- 
ing lists. If your bid 
wins, word will reach 
you in 10 days, usually. 
Losers are not notified 
except as they make 
special inquiry. 


Read carefully the in- 
|  vitation to bid (Stand- 
"ard Form 33). Your reply, 
© on Standard Form 33, 

is a contract, under 

new rules. Be sure you 
can meet its terms. 

Lowest bidders get 

contracts. 


AD RSERR CE aa eS ey 
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On something special, 
requiring a negotiated 
bid, you'll find reams 
of red tape. Big com- 
panies get most prime 
contracts awarded on 
negotiated basis, usu- 
ally for secret weapons 
and enormous engi- 
neering jobs. 


Don't “lean on a coun- 
ter and wait for some- 
thing to drop out of a 
slot."’ Find your federal 
prospects and sell them 
as you sell others. 













A Washington representative can help, obviously, 
though you may not really need one. Legitimate 
company agents are O.K., whether on 5 per cent 
or some other commission or on salary. 
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WAGE FREEZE, IF IT COMES— 


Wage-salary freeze, if it 
comes, is to be elastic, will leave 
room for some increases. But 
Government will fix amounts. 

“Little steel’ formula, buried 
five years ago, may be revived 
under a new name, with pay 
raises geared to living costs. 

Answers to many questions 
troubling unions and employers 
can be found in War Labor 
Board’s rule book of 1942-45. 


Stand-by power to freeze, and to 
control, wages and salaries is to be 
part of any control plan finally ap- 
proved by Congress. 

Wage-salary control, back again, will 
raise many questions, create problems for 
employers and labor-union leaders. 

Controls, actually, may be avoided. 
Intent is not to impose a wage-salary 
freeze, not to set up machinery for con- 
trol of wages, not to limit increases in 
salaries or wages unless wage demands 
and scare buying of goods threaten a 
spiral of price rises. 

If controls are forced, however, 
the Government’s powers will be broad. 

A roll-back of wages and salaries, 
possibly to levels prevailing in June, 
might occur. This could mean that wage 
and salary increases granted since the 
Korean war started might be nullified, 
but no such result is looked for. 

A freeze also could be imposed. Wage 
increases granted after that would be 
related to the rise in living costs. Some 
pattern for increases, modeled after the 
“little steel” formula of the last’ war, 
probably would be devised. Wage and 
salary increases would be subject to 
approval of Government. Employers 
might find that increased costs resulting 
from pay raises could not be deducted 
for tax purposes unless the raises had 
Government approval. This would give 
the Government a strong weapon to pre- 
vent unauthorized increases. 

Bonus plans, if adopted before a cer- 
tain date and if fixed parts of company 
compensation systems, could expect to 
get Government approval in most cases. 

Incentive payments, too, might be 
looked upon with favor if they followed 
certain rules. 
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Elastic Controls Such as in 1942-45 Likely 


A wage-salary freeze, then, would not 
rule out moderate increases. It would be 
elastic, would leave room for cost-of- 
living adjustments, promotions, merit in- 
creases, upgrading, etc. 

Machinery for administering controls, 
for approving increases probably will 
differ from that of the last war. No over- 
all mobilization agency, superimposed 
on existing bureaus, is planned. That 
eliminates another Office of War Mo- 





but will not be outlawed. Unions prob. 
ably will revive their no-strike pledge of 
the last war, but this will not put an end 
to all strikes. This time, however, the 
Government will have a strong weapon in 
the Taft-Hartley Act to control strikes 
that interfere with the war effort. Such 
strikes will be considered a threat to 
national safety and health, and. as such, 
can be stopped by injunction. Govern- 
ment had no such power in the last war, 





—Harris & Ewing 


SECRETARY TOBIN MAY BECOME A ‘WAGE CZAR’ 


“Little steel,’’ 


bilization. Controls, instead, are expected 
to be directed by old-line agencies. 

In the field of wages, control powers 
probably will go to the Department of 
Labor, where Secretary Maurice J. Tobin 
is top man. Controls over salaries above 
a certain figure may be regulated by the 
Treasury Department. 

A War Labor Board, in the event Mr. 
Tobin becomes a wage “czar,” then will 
be inside the Labor Department, will not 
be a separate agency as it was last time. 
Man-power controls, too, are likely to be 
left to an agency under Mr. Tobin, in- 
stead of to a separate War Manpower 
Commission of the kind that was built 
up in the last war. 

Strikes, under a wage-salary freeze, 
will be contrary to Government policy, 


with variations? 


and had to turn to seizure from time to 
time to stop strikes in defense plants. 
Experiences of the last war provide the 
best clue for employers and workers in 
relating their problems to the next wage 
freeze, if and when it comes. Practices 
followed then will provide a pattern for 
any new controls that are imposed. 
On wages, during World War I. 
the War Labor Board fixed the rules to1 
increases. Every request for an increase 
was measured against the standard set 
by the “little steel” formula. Under this 
formula, wartime wages were allowed to 
rise 15 per cent above the levels of Jan. 1. 
1941. The formula was written in July 
1942, in a decision granting increases ot 
5% cents an hour to workers at foul 
“little steel” companies. Living costs had 
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sen 15 per cent between Jan. 1, 1941, 
nd May, 1942. Under its program to 
control prices, the Government aimed to 
hold the cost of living to May, 1942, 
levels. 
Employers were permitted to grant in- 
eases Within this limit of 15 per cent. 
. Under the formula, the Board also 
ystified wage increases for other reasons. 
Hourly rates could be increased if 
they were below going rates for com- 
arable work in the same industry. The 
soing rate had to be paid even if it were 
more than 15 per cent above Jan. 1, 1941. 
Substandard wages, too, could be 
raised above the limits of the “little steel” 
formula. Wages were considered sub- 
standard if they did not permit workers 
to live under what the Board considered 
to be decent and healthy conditions. 
Inequities between workers in the 
same plant or industry also could be ad- 
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-Burck in the Chicago Sun-Times 
‘THE ICEMAN COMETH?‘ 
The formula is familiar 


justed. Increases sometimes were granted 
to prevent labor turnover. 

Employers, even under the “little 
steel” formula, could raise wages beyond 
the 15 per cent limit if they did not ask 
lor compersating price increases. 

Successful prosecution of the war 
was another “out” used by the War La- 
or Board to justify wage increases. The 
Board felt and then that a raise 
would stimulate increased production and 
thus help to shorten the war. 

These wage controls applied only to 
mplovers of eight or more persons. Most 
t the War Labor Board were 
handled in 12 regional offices throughout 


now 


cases 


] 


i the country. 


Saiaries above $5,000 a vear and sal- 


aries of executive, administrative and pro- 
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fessional employes earning less than that 
amount were controlled by a. salary- 
stabilization unit in the Treasury De- 
partment. Other salaries were regulated 
by the War Labor Board. It was possible 
to get a salary increase under the freeze, 
just as it was possible for unions to win 
wage increases for their members. 

Merit increases were approved when 
an employer could show that an emplove’s 
work had improved or that he otherwise 
deserved an increase. Such raises were 
restricted to two a year. 

Length-of-service 
justified. 

Promotions 
workers winning 


raises could be 


permitted, and 


were al- 


were 

promotions 
lowed increased salaries. Raises also could 
be justified for emploves given greater 
responsibilities. Promotions did not al- 
ways have to be reported to the Gov- 
ernment, but an emplover had to be 
prepared to justify them. 

Expense accounts sometimes offered 
an employer a justifiable way to increase 
employes’ incomes, but the Bureau of 
Internal Revenue kept an eye on these 
and applied certain standards. 

Bonus plans, in general, received 
Treasury approval if they had been in 
effect prior to October, 1942. But stock- 
bonus and profit-sharing plans were con- 
sidered indirect salary increases and were 
sometimes disapproved, even if they were 
not to be paid until after the war. 

Pension plans, as a rule, were not 
disturbed, and employer contributions to 
retirement funds not considered 
Wage increases. 

In general, those were the standards 
laid down for employers and unions to 
follow during the last wage-salary freeze. 
Many of them will be applied again, 
with variations, if President Truman finds 
it necessary to clamp on another freeze. 

Threat of a freeze, meanwhile, is 
causing unions that are in the midst of 
contract negotiations to take a second 
look at their demands. The union line is 
to favor price controls, but to oppose 
drastic wage controls. If they put their 
wage demands too high, they are likely 
to hasten wage controls. If they resist 
the urge to demand more money, they 
may be passing up their last chance for 
an increase before controls go on. Most 
of them are expected to try to get all 
they can while the getting is good. 

The freeze threat reducing 
union enthusiasm for long-term contracts, 
calling for auto- 


were 


also is 


of three to five vears, 
matic increases or increases geared to the 
cost of living. Such contracts probably 
will be the im- 
poses wage controls. 

It is still too early for 
unions to get all the answers on what will 


voided if Government 


employers and 
happen in case of a freeze, but they do 


any further than the early 
good idea of what to ex- 


not need to go 
1940s to get % 
pect. The new rules, if they come, will 


have a ring of familiarity. 
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MEAN OPPORTUNITY 
FOR NEW INDUSTRY 


Measured by every im- 
portant business barome- 
ter, Florida’s gains in the 
past 10 years have con- 
tinued to outstrip the U.S. 
average. This sound 
growth means promising 
new markets for business 
and industry—means 
Florida holds the oppor- 
tunities you are seeking. 


FLORIDA IS GROWING! 
(Gains Since 1940) 


Population up 31% 
Retail sales up 224% 
Income payments up 207%, 
Electric power up 231% 
Bank resources up 264% 
Postal receipts up 116% 
Saving accounts up 214% 
Business phones up 102% 
Home phones up 169% 
Car registrations up 49%, 
Internal revenue up 707%, 
Life insurance up 155% 
Livestock income up 335% 
Wages. salaries up 220% 
Construction ....up 231% 


Blessed by a matchless 
climate, occupying a stra- 
tegic location for Latin 
American trade, Florida 
offers many advantages. 
Get the details now on 
its opportunities for you. 


If you're interested in going into 


business 


in Florida, write us, 


stating type of business. We will 


send you helpful 


information. 


STATE OF FLORIDA 


706B Commission Bldg.. 


Tallahassee 
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m *Fan-planning means the selection 
placement of fans to ventilate 
your buildings most effectively and 
economically. Costs of Emerson- 
Electric long-life equipment are 
quickly written off in terms of im- 
proved worker efficiency and cus- 
tomer relations. Emerson-Electric’s 
free fan-planning service brings 60 
years of unmatched fan experience 
to your individual problems. See 
your electrical contractor, or write 
for Bulletin No. 907. 





BELT-DRIVE EXHAUST FANS 


Long-life, heavy- 
duty types. Quiet, 
low speed in 
blade sizes 24, 
30, 36, 42 and 48 
inches, capable of 
exhausting up to 
19,350 cubic feet 
of air per minute. 





DIRECT-DRIVE EXHAUST FANS 


Quiet-running, effi- 
cient, trouble-free 
fans of this type are 
available in five 
blade sizes, rang- 
ing from 12 to 30 
inches. Equipped 
with overlapping 
blade assemblies, 
fully-enclosed ball- 
bearing or sleeve- 
bearing motors. 


The Emerson Electric Mfg. Co: 
St. Lovis 21, Mo. 


EMERSON #5 ELECTRIC 


MOTORS + FANS APPLIANCES 

















We’ve Been Asked: 





WHO CAN GET DEFERMENTS 


Step-up in mobilization, through draft 
and calls for Reservists and National 
Guardsmen, is making more important 
the question of who can get deferments 
and who must go now. Some key men in 
industry, some farm workers and others 
can get postponement. Others must be 
ready to answer calls to active duty in 
the weeks and months ahead. 

For those subject to draft, rules on 
deferments are spelled out in the Selec- 
tive Service Act, in an executive order 
and in regulations. For members of the 
Reserves and National Guard, the situa- 
tion is different. The armed forces will 
delay call of some Reservists and Guards- 
men in special cases. Their cases will be 
considered in the light of the Labor De- 
partment’s List of Critical Occupations 
and the Commerce Department’s List of 
Essential Activities. For the most part, 
deferments will be hard to get. 


Can every key worker in essential in- 
dustry get deferment? 
By no means. A case must be made out 
for each worker who gets an occupational 
deferment. It must be shown that he 
cannot be replaced because of a shortage 
of persons with his skills and that his 
induction would seriously interfere with 
the effectiveness of an essential activity. 


How do you go about getting draft 
deferment? 

Either an employer or a draft registrant 
himself can apply at a local draft board 
for occupational deferment. There are 
no special forms to be filled out. But a 
letter can be written to the board ex- 
plaining in detail just why it is believed 
the worker should be allowed to post- 
pone service. If the board agrees, he is 
put temporarily in 2-A classification. 


How about a farm worker? 

The procedure is about the same in seek- 
ing deferment for an essential farm 
worker, into 2-C. Either he or his em- 
ployer writes a letter to the local board, 
explaining why the worker is essential 
to farm production. 


For how long is deferment? 
As a general rule, an occupational defer- 
ment is for six months. In the meantime, 
an employer is expected to train some- 
one else to take the place of the worker. 
In some cases, deferments are extended. 
Do Reservists get deferment through 
draft boards? 
No. Reservists are not under jurisdiction 
of draft boards. Instead, the Department 
of Defense has set up special procedures 


for Reservists to follow in seeking occy. 
pational deferments if they hold key 
positions in essential activities. Specified 
officers of the Army, Navy and Air Force 
will pass upon applications for deferment 
by members of their Reserves. E mployers 
also can apply for postponement of actiye 
service for their employes. An application 
will not be considered until a Reseryig 
has received a call to active duty, 


What about National Guardsmen? 
Here, too, special procedures are estab. 
lished for passing on deferment requests, 
just as in the Reserves. A Guardsman, or 
his employer, seeking to postpone active 
duty, sends his request to the Adjutant 
General of his State. 


Where do students stand? 

If a college student receives an inductio1 
notice before the opening of school, he 
is required to go, unless he has some 
other reason for deferment. But, if the 
notice does not arrive until after college 
opens, a student can get postponement 
of induction until the end of the school 
year, usually next June. Students in the 
Reserves or National Guard usually ca 
get postponement until the end of the 
school term. Advanced ROTC students, 
as a rule, get deferment until graduation 
Some others, including medical students, 
students in some sciences and ministerial 
students can get deferments. 


What of high-school students? 

A full-time high-school student can get 
draft deferment until graduation, or un- 
til he reaches the age of 20, or until his 
work becomes unsatisfactory. A_high- 
school boy in the Reserves or in the 
Guard can get a postponement until the 
end of the school term. 


Are all married men deferred? 
Married men are deferred from the draft 
as a rule. But a draft board can call up 
a married man who was in 1-A classifiea- 
tion if it believes that he rushed into mar 
riage to avoid the draft. Men with other 
dependents often can get postponements 
if they can show that their inductior 
would cause hardship and _privation fo 
the dependents. No dependency deter 
ments are provided for members of the 
Reserves and National Guard. 


How about veterans? 


Veterans cannot be 


can be called up as Reservists or @ 
Guardsmen. Vets, however, have no as 
surance against being drafted later. Con 
gress could change the Selective Servic 


Act to open the way for their inductiolfiyjing, . 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Controls, whatever form they take, won't be used extensively right away. 
Use of controls on any large scale is opposed by Mr. Truman. Congress is 
undecided whether controls should be tight or loose. There's politics in this. 
Final control bill won't be adopted for two weeks, at least. Probability 
is that the President will get power to do more than allocate materials, control 
inventories, tighten credit. But he isn't likely to use added powers very soon. 
Real fact of the matter is that Congress and the President are confused 
about the outlook. Trend to watch is the cost-of-living index. If and when it 
advances 5 per cent above mid-June, a move toward tighter controls is likely. 














When it comes to making a timetable on controls, best estimate is this: 
Credit controls will be in effect by September 1. Federal Reserve Board 
will handle them. Installment terms are to stiffen. Bank credit will tighten. 
Mortgage credit is becoming tighter now. Houses are to be harder to buy. 
RFC loans to business are being curtailed, except for war expansion. 
Material allocations are to come fairly soon, too. But they probably will 
not be compulsory. Idea is to try voluntary allocation of civilian supplies. 
Commerce Department will supervise allocation programs devised by industry. 
War orders will get priority on materials. Defense Department is likely 
to issue directives on supplies that will be funneled into war contracts. 
Income taxes on individuals probably are to rise October l. Corporate 
taxes will be higher on 1950 earnings, but payments won't begin until 1951. 
That's the extent of control plans for immediate action. Others, if given, 
will be held as stand-by powers, to be used if circumstances force them. 



































Don't expect any new, powerful war agencies either. They're not planned. 

Price control, if it comes, will be administered by Commerce Department. 

Rationing, if found necessary, probably will go to Commerce, too. 

Wage control, if ever imposed, will go to Labor Department. Salaries, if 
controlled, will be under Treasury, which controlled salaries in World War II. 

Farm prices, farm production, are to be handled by Agriculture. 

Labor policy, "no strike" pledges, will be handled by Labor Department. 

Idea is to let regular departments take on whatever added powers war makes 
necessary. There's to be no War Production Board, no OPA, no man=-power agency in 
this period. Controls that are imposed are to be administered by officials who 
are friendly toward the groups that will be controlled--self-government. 























Top planning agency for war is National Security Resources Board, under 
Stuart Symington as Chairman. But this is to remain a planning agency. Actual 
administration of war plans, the operation, is to be under regular departments. 


From the field, we get this attitude of businessmen toward controls: 

Steel allocation, allocation of some other metals is believed certain. 

Inventory controls are rated as no more than a possibility by year end. 

Credit control is taken for granted. Most merchants and manufacturers seem 
to think this will act as a welcome device to take the edge off demand. 

Price control and rationing are generally opposed by business groups. But 
they hesitate to say that they won't come, just that they are not necessary. 

Manufacturers are generally agreed that they can handle a large volume of 
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TREND OF AMERICAN BUSINESS--(Continued) 
war orders and still not curtail production for civilians to any great extent. 


It takes only a glance, actually, to see that production is colossal. 

Automobile output in August is scheduled at 850,000 cars and trucks. That 
will be the highest monthly output on record, if it's achieved. It will bring 
production since January 1 to 5,350,000, once a good full year's output. 

New construction in July hit 2.6 billion dollars--a 25 per cent gain over 
July of 1949 and the largest monthly total ever recorded. 

Appliance manufacturers have pushed output 30 to 50 per cent over 1949. 

Oil refining has risen to a new peak for 1950. Crude-oil production, at 
5.5 million barrels a day, is running 800,000 barrels ahead of last year. 

Electric-power output hit another record for the week ended July 29, at 
nearly 6.2 billion kilowatt-hours. That's a reflection of high activity in in- 
dustry. Power output doesn't usually reach a peak until the winter months. 

Clothing factories, shoe factories can increase production at will. 

A food shortage seems next to impossible. Meat supplies will increase in 
autumn when hogs and cattle are marketed. Fruit and vegetable pack is to be much 
larger than canners planned earlier in the year, when prices were weaker. 

There is nothing in the production picture to indicate that civilians are 
threatened with any hardship. Almost all output is going to civilians now. What 
happened, really, is that the U.S. took a second breath in a postwar boom. 
































Price trend, too, is in many respects a reflection of a civilian boom. 

Commodity prices, at wholesale, began to move up in April, before the Korean 
war. After war started, commodity prices rose 5 per cent. But they had increased 
almost that much in months just before war's outbreak. 

Industrial commodities--products that industry uses, such as building 
materials and metals--rose just as much before the Korean war as afterward. 

Consumer prices=--cost of living--also rose as much in the month before the 
war as.in the month immediately after the war--l per cent. The rise in the con- 
sumer price index is due principally to increased prices for food. 

The Korean war can't be blamed for the entire price rise. The price trend 
was strongly upward before that outbreak occurred or was even expected. 











Before war, most of the price rise was due to inventory buying, to rising 
consumer incomes that always increase demand for meat, other high-priced foods. 
This type of demand usually takes care of its own price adjustments. 

War demand now is an unknown factor. War squeeze, however, isn't expected 
until war output actually cuts into the capacity to produce consumer goods. 

Government experts think there should be plenty of advance warning of the 
actual war squeeze. And they think that precautions can be taken. That is why 
Mr. Truman thinks he can get by, perhaps, with a mild set of controls. 

Basic policy is this: When war begins to cut into Supplies, see that con- 
sumers have enough to buy only what's left. That can be done by reducing con- 
sumer purchasing power through: (1) taxes, (2) bond sales, (3) credit curbs. 
There, in a nutshell, is the reasoning behind the moderate White House progran. 











Savings-bond drive by Treasury probably fell short of hopes. 

Bond sales for July were not as great as a year ago--417 millions against 
510 millions in July, 1949. Bond redemptions were up from 425 millions in July, 
1949, to almost 505 millions in July, 1950. Korean war, plus the buying boom by 
consumers, undoubtedly had a strong adverse influence on the Treasury drive. 











Weather outlook for August is for above-normal temperatures through most of 
the East, except New England. Normal temperatures are expected in the Great 
Lakes area, Pacific Coast, Southwest; below normal in most Mountain States. 

Rainfall is expected to be heavy in the Mountain and Plains States, light in 
the Southeast and in California, moderate in most other regions. 
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In this new era of atomic development . . . of 
2 crowded centers of industry, government and eco- 
- nomic activity ... of shortened travel time be- 
P tween nations—trends of decentralization are 
plainly visible. 
The whole problem of industrial dispersion 
B boils down to a common-sense application of the 
Se 
old adage about not putting all of your eggs in 
d one basket. 
The great Land of Plenty meets the fundamental 
y requirements of industrial decentralization. Here 
in this uncrowded territory there is a variety of raw 
materials . . . intelligent, home-rooted manpower 
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ECONOMICALLY SOUND, 
STRATEGICALLY SAFE- 

















IN THE (270 of Hlonty*® 

















. . . dependable electric power and adequate in- 
dustrial water... sensible tax structures... 
the world’s finest Bituminous coal . . . healthful, 
equable climate. .. nearness to concentrated 
markets . . . the Norfolk and Western’s dependable 
rail transportation . and freedom from crowded 
centers, your best defense. 

Evaluate these factors and move in! Your new 
location in the Land of Plenty will be economically 


sound and strategically safe. 


If these facts interest you, get complete 


details. Call or write the Industrial and Agricul- 
tural Department, Drawer U-312, Norfolk and 


Western Railway, Roanoke, Va. Your inquiry 


will be handled promptly and in confidence. 


onfotk.. Westorn. 


* The Land of Plenty —the six great states served by 
) the Norfolk and Western — Virginia, West Virginia, Ohio, 
= North Carolina, Maryland and Kentucky. 
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Finance Week 








TIMETABLE FOR 1950 TAX RISES 


When the voting is over, here’s 
what to expect on taxes: 

Excess-profits tax will be 
adopted. It won't be as stiff as 
O’Mahoney pian. 

Regular corporate rate will go 
up. Personal taxes will rise. Tru- 
man wants a top tax rate of 90 
per cent on individual income. 

New excises are likely on tele- 
vision sets, deep freezers. 


Tax plans for months just ahead are 
beginning to crystallize. As matters 
stand, here is about what to expect. 

Personal taxes will rise. probably 
on Oct. 1, 1950. This is the date recom- 
mended by President Truman. 

Corporate taxes will go up, too, 
but the increase is not likely to be dated 
back to Jan. 1, 1950, as Mr. Truman 
proposed. Likelier date is July 1 or 
October 1. 

Excises already on the books will 
stay there. Some new ones probably will 
be added. The Senate Finance Commit- 
tee has voted to recommend a 10 per 
cent manufacturers’ tax on television sets, 
and a similar tax on deep freezers. 

Loopholes in existing tax laws, in 
some important cases, will be closed. 





-Black Star 


SENATOR O’'MAHONEY 
«+ » @ new bite on profits 


42 


Congress Debates July 


Colleges and universities probably will 
have to start paying taxes on their “un- 
related” business earnings. Various 
schemes for converting ordinary income 
into capital gains, for tax purposes, prob- 
ably will be outlawed. 

Depletion allowances are likely 
to stay just as they are. The Senate Com- 
mittee turned down a House plan to ex- 
tend these allowances to a list of addi- 
tional products, such as sand and gravel. 
Depletion allowances are intended to 
compensate affected companies for ex- 
haustion of their resources. 

Excess-profits tax, almost surely, is 
coming. Argument centers around the 
formula, and the date on which such a 
tax should take effect. Chances are that 





—Plummer from Black Star 
SENATOR LUCAS 
... a drive for legislation 


the excess-profits tax, whether voted this 
year or next, will apply to corporate 
profits earned after Jan. 1, 1951. 

Senator Joseph C. O'Mahoney (Dem.), 
of Wyoming, who often sponsors <Ad- 
ministration ideas in the Senate, is push- 
ing a drastic excess-profits tax, which he 
wants to date back to July 1, 1950. 

Representative Wilbur D. Mills 
(Dem.), of Arkansas, a member of the 
House Ways and Means Committee, is 
drafting another excess-profits tax plan. 

Senator Scott W. Lucas (Dem.), of 
Illinois, Majority Leader of the Senate, 
is letting it be known that he, too, might 
get behind the drive for an _ excess- 
profits tax. 
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O’Mahoney’s proposal is getting wide at- J million 
tention. It may be the basis around which If the 
the new formula will be devised. There- J dollars, 
fore, it is worth examining in detail. period, 
This plan is offered as an amendment J Truman 
to the House-passed  tax-revision bill, J That c 
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4s a given company’s profit rose above 
its base. 

The rate would start at 65 per cent of 
ofits above 75 per cent of the base. It 
would rise to 75 per cent on profits above 
90 per cent of the base, then to 90 per 
ent when earnings hit 100 per cent of 
the base. It would go up to 100 per cent 
on profits above 125 per cent of the base. 
4t the end of World War II, the effective 
rate Was 85.5 per cent on all excess 
profits. , 

Mr. O’Mahoney’s plan makes special 
provisions. identical to those in the World 
War II law. for companies with abnor- 
mally low earnings in the base period. 

Regular corporate rate would apply 
only to that part of earnings not subject 
to excess-profits tax. This rate now starts 
at 21 per cent, rises gradually to a top 
fat rate of 38 per cent for all companies 
eaming $50,000 or more per year. Presi- 
dent Truman proposes a rate of 25 per 
cent on the first $25,000 of net earnings, 
plus 45 per cent on all the remainder. 
This would mean a tax increase for all 
corporations except those earning be- 
tween $31,250 and $71,429. 

An example will help to show how 
corporate tax burdens would be increased 
by the combination of Senator O’Ma- 
honey'’s excess-profits plan and Mr. Tru- 
man’s proposal to boost the regular rate. 

Assume a company has a net profit of 
| million dollars. Say it averaged exactly 
that same amount during the base period. 
Its total tax, under the proposals, would 
be $502,500. Under the World War II 
tax, a company with the same _ profit 
situation would have paid $418,200. 
Present law taxes a corporation with a 
million dollars of profit at $380,000. 

If the same company earned 2 million 
dollars, or twice its profit in the base 
period, its tax, under the O'Mahoney and 
Truman proposals, would be $1,471,250. 
That compares with $1,273,200 under 
the tax rates of World War II, and 
$760,000 under present law. 

Now assume that this company earned 
3 million dollars, or three times its base 
earnings. The tax, in that case, would go 
up to 2.4 million dollars, against $2,.128,- 
200 under the wartime system and 
$1,140,000 under present law. At 2.4 
million dollars, the company would be 
paying the maximum tax of 80 per cent 
illowed by the O'Mahoney plan. There 
was a similar ceiling in World War II. 

Congress probably will wind up with 
an excess-profits plan much milder than 
this. The O'Mahoney proposal is signif- 
icant, however, in showing the tax 
thinking that is going on in one segment 
It Congre SS. 

An alternative plan, that 
could catch on in Congress, is being sug- 
gested informally. This, too. calls for a 
1946-49, but 
each corporation would be permitted to 
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select just one vear during that period 
a a base. Its credit against the excess- 


profits tax would be the amount of 
the profit it earned in that single base 
year. 

Idea is that this system would produce 
fewer hardship cases than an average- 
earnings base, since most corporations 
would have at least one “normal” busi- 
ness year in a four-year period. Having 
selected its base year, a company would 
have to keep using that same year as 
long as the excess-profits tax remained 
in effect. 

In addition to this credit based on a 
past vear’s earnings, there would be a 
specific exemption, but probably smaller 
than the $25,000 proposed in the plan 
offered by Mr. O'Mahoney. 

Question is whether the one-year idea 
will produce enough revenue. Advocates 
argue that it would, because the tax rate, 
with a generous credit. could be high. 
Also, they point out that this tax would 
be coupled with the Truman proposal, 
which calls for an increase in regular 
rates to levels far above those of World 
War II. 

Individuals whose taxes 
ducted from their wages or salaries are 
likely to get smaller pay checks after 
October 1. Mr. Truman proposes to raise 
the withholding rate from 15 to 18 per 
cent on that date. Congress is inclined to 
go along. 

Others, the ones who pay in quarterly 
installments, will have to adjust the 
amount of their final tax payments on 
1950 incomes. Treasury Secretary John 
W. Snyder wants authority to direct 
individuals simply to pay the tax increase 
on one fourth of this year’s income. with- 
out regard to how much was earned in 
the first three quarters of the vear and 
how much in the last quarter. Idea is 
to prevent efforts on the part of taxpavers 
to save money by bunching earnings in 
the first nine months of the year. 

Mr. Truman’s proposal is to rescind 
the flat percentage reductions in individ- 
ual taxes that Congress voted in 1945 
and 1948. The 1945 cut was 5 per cent 
for everybody. The 1948 cuts ranged 
from 12.6 per cent in low income 
brackets to 5 per cent in top brackets. 

Mr. Snyder, testifying before the Sen- 
ate Finance Committee, disclosed that 
this proposal contemplated raising the 
maximum effective rate on personal in- 
comes from 77 per cent to 80 per cent 
in 1950, and to 90 per cent in 1951. At 
90 per cent, the maximum would be the 
same as in World War II. 

Taxpayers, all along the line. can 
count on having to sign more of their 


are de- 


to the Government. Con- 
gress. resigned to that. is ready to 
quickly. Mr. Truman’s plan for higher 
be 


incomes over 


act 


individual and corporate rates may 
changed, but only in detail. The White 
House has not vet asked openly for 
excess-profits tax. But there is a grow- 


an 


ing demand in Congress to adopt such a 
tax without waiting for Mr. Truman. 
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You Can Get 
Quick Relief From 
Tired Eyes 


fA°%E THIS SIMPLE TEST TOor*v 





the and refresh ther 
safe, gentle 


EYES TIRED? You can so 
in seconds with two drops of 


Murin- ‘» each eye. You get— 


QUICK RELIEF. Instantly your eyes feel re- 
freshed. Murine’s scientific blend of seven in 
zredients cleanses and soothes eyes tired from 
overwork or exposure to sun, wind and dust. 


MURINE 


FOR YOUR EYES 
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The Management Staff, the Pro- 
staff, the Engineering 
Department, and officials 
responsible for sales, distribu- 


duction 
the 
transportation—these 


tion, and 


men and their assistants natu- 
rally are cover-to-cover readers 
of U.S. News & World Report 
because they must keep informed 
on national and_ international 
trends—which today, more than | 


ever, is “must” news. 


Advertising in this magazine 
gains prestige and importance 
when appearing next to this 
important “‘must” news. 


U. S. News & World Report 
Advertising Department 
30 Rockefeller Plaza Now York 20, N. Y. 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


MZ YOU CAN probably expect the De- 

partment of Commerce to handle 
any controls over allocations, priorities 
and inventories voted by Congress. A 
spokesman for the National Security Re- 
sources Board indicates that these con- 
trols will be administered by the Depart- 
ment’s Office of Industry and Commerce. 


* * * 


YOU CAN, under circum- 

stances, delay in negotiating with a 
union over a_ collective-bargaining 
contract. NLRB decides that an emplover 
did not violate the Taft-Hartley Act by 
postponing bargaining three months after 
the union submitted a proposed contract. 
The Board finds the employer had no 
bargaining experience and needed the 
time to draw up a counterproposal. 


some 


* * * 


YOU CAN find out from the 

Treasury Department about changes 
in its rules governing excise taxes on 
wines. Among other things the changes, 
which become effective September 1, 
deal with excise taxes in cases where 
bonded wine is destroyed, lost or stolen. 


* * * 


YOU CAN, as a Government con- 

tractor, sometimes be held liable for 
damages caused by delay where you are 
unable to deliver goods on time because 
a suit forces your supplier to discontinue 
production. The Comptroller General 
finds that a contractor was not without 
fault because he did not investigate the 
financial and legal status of his supplier 
before bidding on the contract. 


* * * 


YOU CAN expect the Department 
of Agriculture to continue to buy 
dried eggs at prices to bring producers 
at least 25 cents a dozen. The Depart- 
ment announces that these levels will be 
continued to the end of September. 


* * * 


YOU CAN testify at a public hear- 

ing in Washington September 6 on 
regulations to govern payments to em- 
ploves’ profit-sharing plans and other 
plans under the Fair Labor Standards 
Act. Employers’ contributions to such 
plans are excluded from regular rates of 
pay, on which overtime pay is figured, 
if the plans conform to regulations of the 


Wage-Hour Administrator. Applications 
to testify must be received at the Ad. 
ministrator’s office by August 24, 


* * * 


YOU CAN get information from ¢h 

Department of Commerce  aboy 
trade regulations that apply in doing 
business with German firms. The De. 
partment’s Office of International Trac 
issues a report entitled “Doing Business 
With Germany.” Free copies mav be ob. 
tained from field offices of the Depart. 
ment. 


* * * 


YOU CANNOT count on getting a 

loan from the Reconstruction Fi. 
nance Corporation for a nondefens 
project that would use materials needed 
for defense purposes. This tightening of 
its loan policy is announced by RFC for 
the duration of the emergency. 


* * * 


YOU CANNOT, as a general mk 

fail to treat as ordinary income, for 
tax purposes, the amount of discount 
that you get in paying off a mortgage be. 
fore maturity. The Bureau of Intemal 
Revenue holds that a mortgagor received 
ordinary income, to the extent of the dis- 
count, when he was able to pay the ful 
amount covered by the mortgage and 
the mortgaged property had not de- 
creased in value. The mortgage holder 
is allowed to treat the discount as a de- 
ductible loss. 


* * * 


YOU CANNOT, as a company’s ne- 
gotiator with a union, refuse to bar 
gain over proposed leases and rental 
terms for company-owned houses rented 
by employes, if the union requests suc! 
bargaining. NLRB says these matters 
must be discussed by a company’s repre- 
sentative upon demand by the union. 


* * * 


YOU CANNOT any longer get ap 
proval from a State veterans agent 
to hire veterans as apprentices at wages 
below 75 cents an hour. The Wage: 
Hour Administrator reminds employers 
of the expiration of the authorizatior 
under which State veterans’ agencies 
could temporarily approve such agree: 
ments for employment of veterans as ap- 
prentices at subminimum wage rates. 





Conclusions expressed in these paragraphs are based upon decisions and_ rulings 


courts and Government bureaus. In making their decisions, courts and bureaus 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wor 


REporT, on written request. will refer interested readers to sources of this basic materié 
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PARIS....LONDON....OTTAWA.... 





>> Businessmen in Western Europe are just beginning to get an inkling of what 
the U.S. expects of them in the current crisis. 
Business as usual will gradually have to give way to rearmament needs. 





Western Europe is to become an arsenal of democracy, junior size, if U.S. 
officials have their way. Pressure in that direction already is building up. 

Fusing recovery and rearmament will pose a batch of new problems in Europe. 

European Recovery Program will take on a different slant. Past purpose of 
the Economic Co-operation Administration was to build up Western European 
production and exports. Main purpose now will be to quicken rearmament. 

Unused capacity of both plant and man power--especially in France, Belgium, 
Western Germany and Italy--will come in for special attention. Any’ such slack 




















that can be used will mean less crowding of capacity now in use. 

Controls over end use of materials, sources of Supply and exports may 
become necessary, as scarcities develop. Reimposition of controls won't be easy 
among peoples heartily sick of them. 

Inflation dangers will be mounting again. Civilian supplies will become 
less plentiful. Hoarding and black markets may well flourish. Imports of raw 
materials and foods will be high priced. 

Taxes probably will head higher in most countries. Budget balancing will 
be difficult, despite U.S. financial aid now to be stepped up. 

Export volume may gradually fall in countries where rearmament will absorb 





much productive capacity and raw materials. 


>> Just how much rearming each Western European country will do is not worked 
cut yet. Obviously, the biggest programs will be in Britain and France, followed 
at some distance by Belgium and Italy. Western Germany, while not rearming, can 
turn out much war stuff, if limitations cn steel production are lifted. 

U.S. financial aid in rearming Western Europe is to be substantial. Presi- 
dent Truman has asked for about 4.5 billion dollars for this purpose this fiscal 
year. The equivalent of another billion and a half could be provided through 
use of counterpart funds which match ECA spending in those countries. 

U.S. aid will pay for actual arms, production facilities, components or raw 
materials, as the case may be. All procurement will not be in the U.S., al- 
though, at first, the bulk will be. Things will be bought wherever they can be 
produced most efficiently and quickly. 

Marshall Plan programs for expanding power production, transportation facil- 
ities, heavy industry will be continued as underpinning for the defense effort. 

But ECA will try to divert programs of no apparent aid to defense. 








(over) 
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U.S. aid in rearming Western European countries will be forthcoming only as 
a supplement to their own defense efforts. Doubtless Marshall Plan aid, also, 
will be held up if a country seems to be dragging its feet. . 
>> British economy will be among the first in Western Europe to show the 
Strain of rearming. Other industrial countries have more slack to take up. 
British defense spending will rise sharply to 9.5 billion dollars during ' 
the next three years. First emphasis will be on plane production, then on 
tanks, guns and electronic equipment. Armed forces will be expanded. 
Luxury industries in Britain will be hit first by conversion to war orders. 
| Manufacturers of radios and television equipment will be affected early. 
Automobile makers, too, will probably have to give up business as usual. 
Capital investment program for modernizing plants will be screened and cut 
down. Public building plans will be revised downward. Al 
Exports of heavy goods, especially those made with steel, will fall off. 4 
There will not be enough steel and other metals to meet all demands. “ 
Hope is that British productivity can be increased. The Attlee Government Pe 
is trying to point up the urgency of working harder. Unions, however, are not pS 
happy about wages. A new dose of austerity won't sit well. . 
Prices will be affected by sharply increased costs of imports. Price 
controls and Government subsidies may have to be broadened. 
The clock is to be set back in Britain just when controls were being eased 
and people were beginning to live more or less normally. A 


>> What does the Korean crisis do to Western Europe's trade prospects? 

At first, it was thought that the Korean affair would help European ex- 
ports. The U.S. would be preoccupied with defense and home needs. European | 
exports to the U.S. and to other markets for American goods could be stepped up. : 
Chances for picking up markets--esSpecially in Latin America--looked good. 

But now things look different. If the industrial countries in Western 
Europe rearm heavily, there may not be so much left to export. Home needs will 
have to come first. What's more, imported materials used in making export goods 
may become scarce and will certainly be high priced. So exports may decline, 
though obviously every effort will be made to keep them up. With the U.S. 
fading as a supplier, overseas markets will be screaming for manufactured goods. 

Colonial areas, eSpecially British and Belgian, will certainly expand 
dollar earnings, as the U.S. accumulates and chews up strategic materials. 

Preclusive buying by the U.S.,to keep strategic goods from unfriendly hands, 
is to start again. Wool, tin, rubber, tungsten, mercury--all bought heavily by 
Russia--are likely candidates. Implication is that the democratic nations will 
move toward export controls and mutual allocations of such commodities. | 














>> Canada will be quite a factor in the defense effort..... 

U.S. war orders are expected in Canada shortly. Radar, light-weapon and 
aircraft production is to be lifted. Canada's own defense requirements, now 
modest, will rise. British orders may be placed in Canada, too. 

Canadian aluminum in very large quantities will go to the U.S. American 
buying of Canadian copper, zinc, nickel, other metals, lumber will be increased. 
All this means Canada is to earn plenty of U.S. dollars. So--don't be 
Surprised if Canadian curbs on imports of U.S. goods are eased before very long. 
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Plus and Minus 


INDICATORS OF BUSINESS ACTIVITY 


New orders received by manu- 
facturers, as the top chart shows, 
are adding to pressure for price in- 
creases on industrial goods. Tend- 
ency, when manufacturers are 
flooded with orders, has been for 
labor to press new wage demands 


aaa 





Prices, driven upward since start of 
the Korean war by heavy purchases 
of consumers and business, have 
had their sharpest rise since 1947. _ /Per Cent 

Wholesale prices mounted to 165.1 a,” : 
on the Bureau of Labor Statistics 180 | |__ New Orders Received | 
index in the week ended August 1, | By Manufacturers 


Pressure for Price Rise in New Orders 
Received by Manufacturers 
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up 5 per cent in 5 weeks since the = ao, and for companies to make quick- 
war began. The level has risen over a SE See Seen er adjustments of prices to higher 
9 per cent so far this year and is less | materials and labor costs. 
than 3 per cent below the 1948 150 a Scarce buying at department stores 
peak. Details follow: 140 has tapered slightly, but is still go- 
ing on. In the week ended July 29, 
sentence ne 130 sales fell from 401 to 396 on the 
To Aug. 1 To Aug. 1 120 indicator. 

All commodities 5.1% 9.3% Inventory purchases by depart- 
Farm products 8.6 15.9 110 ment stores had speeded up before 
ee goods 30 or 100 \ start of the war. Outstanding orders 
Building materials 3.7 9.3 90 ad on July 1 were 50 per cent above a 

Petroleum & prod’s = 2.5 7.6 3 month earlier. 
Textile prod’s | 7.0 5.6 i bervenreresveseenieevucrevtesrverssvervvirres etry Ba Dollars of consumers and_ business 
oo & prod’s oe Fy 1946 194719481949 1950 are being drawn from many sources. 
Metals & prod’s 0.5 3.7 Soutee: BLS’ a: Cocimeree Dect Redemptions of Series E savings 


bonds jumped in July to a rate 30 
Prices received by farmers on 


A brake 


July 15 had jumped 6% per cent 
from their level on June 15, the 
sharpest gain in over 2 years. 

upon price advances of 
some farm commodities is being ap- 
plied by Government sale of surplus 
stocks acquired in supporting prices. 
In a single day the Commodity 
Credit Corporation recently sold 
224,000 bales of cotton, 7 per cent 
of all its stocks from the 1948 crop. 


Upward pressure on farm-product 


prices, however, is strong. CCC 
holds no stocks of some important 
commodities, including meats and 
wool. Its stocks of eggs and milk 


are in dried form and _ probably 
would not stop a price rise in fresh 
eggs and milk. Market prices of 
other holdings, such as corn and 
wheat, are free to rise somewhat, 
since they are still below the low- 
est prices at which CCC can make 
sales. 


Prices paid by farmers, on the 


basis of which both support prices 
and CCC’s resale prices are deter- 
mined, rose slightly from June 15 
to July 15 and were 4.5 per cent 
above last November. Higher prices 
for manufactured goods will con- 
tribute to higher farm prices by lift- 
ing support levels. 


The rush _ to 


per cent above a year ago, after 
running only 4 per cent above in 
the first half year. From June 28 
to July 26 individuals and business 
reduced their time deposits at FRB 
member banks by 141 million dol- 
lars. In the same period consumer 
debt to the banks rose 148 millions; 
business debt, 316 millions. 
convert dollars into 
goods may have reached a peak in 
July, but U.S. spending, including 
that by the Government, will re- 
main higher than before start of the 
Korean war. Inflationary forces still 
hold sway at this time. 
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WHAT ARE WE WAITING FOR? 


By DAVID LAWRENCE 


HE AMERICAN PEOPLE are today ahead of the Ad- 

ministration. They see hysterical hoarding and they 
demand regulation. They see prices and wages about 
to skyrocket and they want immediate restraints. They 
see our troops beaten back in Korea, and they want 
mobilization to assure victory there and in any other 
areas where attack may come. 

But even more than this, they see the Administra- 
tion reluctant, floundering, and irresolute on the propa- 
ganda front in the face of a growing threat by Com- 
munist governments. They see Soviet Russia as the 
military aggressor in North Korea, but they see the 
Administration hesitant to call a spade a spade. 

The United Nations should not only refuse to recog- 
nize the Communist government in China but should 
withdraw recognition from the Communist govern- 
ment in Moscow which is responsible for the acts of the 
puppet governments in China and North Korea. Amer- 
ica must provide the leadership in the U.N. 

Will we wait till the Chinese Communist generals 
and Soviet commanders in Manchuria send more divi- 
sions to Korea to fight under the North Korean flag 
against the United Nations forces? 

How long shall we listen without rebuttal to the 
double talk which claims America provoked the Ko- 
rean war? 

How long shall we sit by without formally pro- 
nouncing Russia the real aggressor? 

How long must we wait for an appeal by our govern- 
ment to the other governments in the United Nations 
to act in concert with us as we call Soviet Russia to 
the bar of justice to be tried for her crimes against 
world peace committed since 1945? 

How long must we wait for the American Govern- 
ment to tell the truth to the Russian peoples so that 
they may know what the Kremlin is threatening to do 
to them and to world peace? 


An inexorable statement of principle was ut- 
tered last week which can profoundly guide our gov- 
ernment in the international crisis of today. 

Judge Learned Hand was speaking for a unanimous 
Court of Appeals in the case of the 11 Communist 
leaders who were convicted in New York last year of 
trying to overthrow our federal government by force. 
In upholding those convictions, Judge Hand analyzed 
what is known as the “clear and present danger” doc- 
trine first proclaimed by Justice Oliver Wendell 
Holmes in behalf of the Supreme Court of the United 
States more than 30 years ago. 


The doctrine has meant that free speech under 
our Constitution is unlimited except when there is g 
“clear and present danger” in the use of words. Thus, 
it is unlawful to start a panic by crying “fire” in 
crowded theatre. It is unlawful to use words that seek 
to prevent enlistment in the armed forces. Judge 
Hand said: 

“They [the Communist leaders] claim the constitu- 
tional privilege of going on indoctrinating their pupils, 
preparing increasing numbers to pledge themselves to 
the crusade, and awaiting the moment when we may 
be so far extended by foreign engagements, so far di- 
vided in counsel, or so far in industrial or financial 
straits, that the chance [of successful revolution] 
seems worth trying. That position presupposes that the 
[First] Amendment [of the Constitution] assures them 
freedom for all preparatory steps and in the end the 
choice of the initiative, dependent upon that moment ~ 
when they believe us, who must await the blow, to be 
worst prepared to receive it.” 

Judge Hand added that the Court did not under- 
stand “how one could ask for a more probable danger, | 
unless we must wait till the actual eve of hostilities 
[with Soviet Russia].” 


The “clear and present danger” internationally 
is there for everyone to see. But we are waiting. We al- 
low, through the United Nations, a propaganda crusade 
and we allow, through the fiction of a North Korean 
puppet government, an aggression to be built by Soviet 
Russia in a series of little wars while we wait for the 
big blow to fall on us. 

International communism must be brought to trial 
in the court of world opinion now. That’s an effective 
means of using moral force. It could win propaganda 
battles behind and in front of the “iron curtain.” 

The Soviet conspiracy to break the peace is well 
known. The United Nations is the tribunal to try the 
case. Membership of Soviet Russia and all other allies © 
of the conspirators must be suspended as they are tried 7 
for threatening world peace. 

Suspension by the United States of diplomatic rela- 
tions with Moscow is the first step, and coincident with 
it all members of the U. N. who believe in freedom and 
who oppose aggression must likewise sever relations 
with the Kremlin. Let us see how many truly courage- 
ous and free governments there are in the world—and 
let us prepare to make whatever sacrifices are neces- 
sary to uphold freedom if the aggressors should dare 
extend their lines of attack. 








Best way to get your ultra-violet is out under the sun. 
Next best way we want to tell you about. 
Everybody needs ultra-violet for health. Every- 

body likes ultra-violet for tan. Most everybody gets 

too little, particularly with winter coming on. 

Now it can be different, because our engineers 
have come up with a “wow” of an answer. 

It’s a new kind of sun lamp: Fluorescent. It’s 
long; it’s tubular; it bathes a wide area with cool, 
low-level but effective ultra-violet. It doesn’t cost 


too much to buy and it is very inexpensive to operate 


WESTINGHOUSE ELECTRIC 


CORPORATION 


you CAN BE SURE..iF ITs V estinghouse 


ULTRA-VIOLET BY THE ROOMFUL 


because it doesn’t waste electricity making heat. 

Schoolrooms please note. Also offices, drafting 
rooms, factories, and homes, where, if you wish, 
you can mount this lamp for high-speed tanning. 

That’s our commercial, except this: You can buy 
this tube of sunshine right over the counter. Or. 
you may obtain more information from our Lamp 
Division in Bloomfield, New Jersey. 

. . . Also except this: It is one more example of 
the ingenious engineering inherent in our credo... 
You Can be SURE...If It’s Westinghouse. 
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ENJOY SMOOTH 
ELECTRIC POWER 


ALL THE WAY! 
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i) PENNSYLVANIA RAILROAD 


Go By Train. . . Safety—with Speed and Comfort 











